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CIVIL SERVICE RETIREMENT 


WEDNESDAY, FEBRUARY 1, 1956 


Unrrep States SENATE, 
COMMITTEE ON THE Post OFFICE AND CiviL SERVICE, 
Civit SERVICE SUBCOMMITTEE, 
Washington, D.C. 
Met, pursuant to notice, at 10 a. m., Hon W. Kerr Scott (chairman 
) of the subcommittee) presiding. 

Present: Senators Soot (presiding), Langer and Case. 

Staff members present: H. W. Brawley, executive director, and 
J. Don Kerlin, assistant staff director. 

Senator Scorr. The meeting will please come to order. 

We are opening the hearings this morning on 8. 2875, a bill intro- 
duced on January 9, by Senator Olin D. Johnston, to revise the Civil 
Service Retirement Act. 

The civil service retirement and disability program was established 
in 1920 to furnish retirement, death, and disability benefits to em- 

loyees of the Federal Government. Since that time the act has 
Som amended many times until today it is one of the most complex 
measures on the statute books. The present law is difficult to admin- 
ister, numerous inequities have developed and grown over the years, 
and full understanding of the law escapes all except the few who work 
with it on a full-time basis. 

In recognition of these facts, the 82d Congress enacted Public Law 
555—approved July 16, 1952—authorizing the establishment in the 
Executive Branch of a Committee on Retirement Policy for Federal 
Personnel to conduct an exhaustive study of this matter that is of 
such grave importance to well over 2 million Federal employees, and 
report thereon to the Congress. The report of that committee was 
lamiseed during the first session of the 84th Congress. Since that 

: time the report and a multitude of related material has been the sub- 

ject of long and careful study. 

Senator Johnston has introduced S. 2875 to accomplish a complete 
overhaul of the Civil Service Retirement Act. The bill will: 

1. Provide a more favorable factor for the computation of retire- 
ment benefits for employees generally. 

2. Permit optional retirement after 30 years of service regardless 
of age. 

3. Reduce the penalty—or reduction—in annuities in the case of 
employees who are under the age of 60 at the time of retirement. 

4. Extend and increase survivorship benefits to more closely parallel 
those that accrue to employees of private industry under the social- 
security program, and, finally, 

5. Remove numerous inequities now existing in a number of areas. 
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I ask that the bill, together with a complete analyses that has been 
prepared by the staff, be inserted in the hearing record at this point. 
(The above-mentioned documents are as follows :) 


[S. 2875, 84th Cong., 2d sess.] 
A BILL To revise the Civil Service Retirement Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Civil Service Retirement Act of 
May 29, 1930, as amended, is amended to read as follows: 


“DEFINITIONS 


“Sec. 1. Wherever used in this Act— 

“(a) The term ‘employee’ shall mean a civilian officer or employee in or under 
the Government and, except for purposes of section 2, shall mean a person to 
whom this Act applies. 

“(b) The term ‘Member’ shall mean a United States Senator, Representative 
in Congress, Delegate from a Territory, or the Resident Commissioner from 
Puerto Rico, and, except for purposes of section 2, shall mean a Member to whom 
this Act applies. 

“(c) The term ‘congressional employee’ means an employee of the Senate or 
House of Representatives or of a committee of either House, an employee of a 
joint committee of the two Houses, an elected officer of the Senate or House of 
Representatives who is not a Member of either House, the Legislative Counsel 
of the Senate and the Legislative Counsel of the House of Representatives and 
the employees in their respective offices, an Official Reporter of Debates of the 
Senate and a person employed by the Official Reporters of Debates of the Senate 
in connection with the performance of their official duties, the Architect of the 
Capitol and the employees of the Architect of the Capitol, a member of the 
Capitol Police force, an employee of the Vice President if such employee’s com- 
pensation is disbursed by the Secretary of the Senate, and an employee of a 
Member if such employee’s compensation is disbursed by the Secretary of the 
Senate or the Clerk of the House of Representatives. 

“(d) The term ‘basic salary’ shall not include bonuses, allowances, overtime 
pay, military pay, or salary, pay, or compensation given in addition to the base 
pay of the position as fixed by law or regulation: Provided, That for employees 
paid on a fee basis, the maximum amount of basic salary which may be used 
shall be $10,000 per annum. Fora Member, the term ‘basic salary’ shall include, 
from April 1, 1954, to February 28, 1955, the amount received as expense allow- 
ance under section 601 (b) of the Legislative Reorganization Act of 1946, as 
amended, and such amount from January 3, 1953, to March 31, 1954, provided 
deposit is made thereon as provided in section 4. 

“(e) The term ‘average salary’ shall mean the largest annual rate resulting 
from averaging, over any period of five consecutive years of creditable service, an 
employee’s rates of basic salary in effect during such period, with each rate 
weighted by the time it was in effect: Provided, That the period for a Member 
shall be his Member service from and after August 3, 1946. 

“(f) The term ‘fund’ shall mean the civil service retirement and disability 
fund created by the Act of May 22, 1920. 

“(g¢) The terms ‘disable’ and ‘disability’ shall mean totally disabled for useful 
and efficient service in the grade or class of position last occupied by the em- 
ployee or Member by reason of disease or injury not due to vicious habits, in- 
temperance, or willful misconduct on his part within the five years prior to 
becoming so disabled. 

“(h) The term ‘widow’, for purposes of section 10, shall mean the surviving 
wife of an employee or Member who was married to such individual for at least 
two years immediately preceding his death or is the mother of issue by such 
marriage. 

“(i) The term ‘widower’, for purposes of section 10, shall mean the surviving 
husband of an employee or Member who was married to such employee or 
Member for at least two years immediately preceding her death or is the father 
of issue by such marriage. The term ‘dependent widower’, for purposes of 
section 10, shall mean a ‘widower’ who is incapable of self-support by reason 
of mental or physical disability, and who received more than one-half his 
support from such employee or Member. 
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“(j) The term ‘child’, for purposes of section 10, shall mean an unmarried 
child, including (1) an adopted child, and (2) a stepchild or recognized natural 
child who received more than one-half of his support from and lived with the 
Member of employee in a regular parent-child relationship, under the age of 
eighteen years, or such unmarried child regardless of age who because of 
physical or mental disability is incapable of self-support. 

“(k) The term ‘Government’ shall mean the executive, judicial, and legis- 
lative branches of the United States Government, including Government-owned 
or controlled corporations and Gallaudet College, and the municipal government 
of the District of Columbia. 

“(1) The term ‘lump-sum credit’ shall mean the unrefunded amount consist- 
ing of (1) the retirement deductions made from the basic salary of an employee 
or Member, (2) any sums deposited by an employee or Member covering prior 
service, and (3) interest on such deductions and deposits at 4 per centum per 
annum to December 31, 1947, and 3 per centum per annum thereafter com- 
pounded annually to date of separation or transfer or December 31, 1956, which- 
ever is earlier, in case of an employee or Member who is separated with title 
to a deferred annuity and does not claim the lumpsum credit, to the com- 
mencing date fixed for such deferred annuity or date of death or December 31, 
1956, whichever is earlier. The lump-sum credit shall not include interest if 
the service covered thereby aggregates one year or less, nor shall it include 
interest for the fractional part of a month in the total service. 

“(m) The term ‘Commission’ shall mean the United States Civil Service 
Commission, 

“(n) The term ‘annuitant’ shall mean any former employee or Member 
who, on the basis of his service, has met all requirements of the Act for title to 
annuity and has filed claim therefor. 

“(o) The term ‘survivor’ shall mean a person who is entitled to annuity 
under this Act based on the service of a deceased employee or Member or of 
a deceased annuitant. 

“(p) The term ‘survivor annuitant’ shall mean a survivor who has filed 
claim for annuity. 

““(q) The term ‘service’ shall mean employment which is creditable under 
section 3. 

“(r) The term ‘military service’ shall mean honorable active service in the 
Army, Navy, Air Force, Marine Corps, or Coast Guard of the United States, 
but shall not include service in the National Guard except when ordered to 
active duty in the service of the United States. 

“(s) The term ‘Member service’ shall mean service as a Member of Congress 
and shall include the period from the date of the beginning of the term for which 


the Member is elected or appointed to the date on which he takes office as 
Member. 


“COVERAGE 


“Sec. 2. (a) This Act shall apply to each employee and Member, except as 
hereinafter provided. 

“(b) This Act shall not apply to any elective officer in the executive branch 
of the United States Government, to any judge of the United States as defined 
under section 451 of title 28 of the United States Code, or to any employee of 
the Government subject to another retirement system for Government employees. 

“(c) This Act shall not apply to any Member or to any congressional employee 
until he gives notice in writing, within six months after the date of entrance 
to the service, to the officer by whom his salary is paid, of his desire to come 
within the purview of this Act. 

“(d) This Act shall not apply to any temporary congressional employee unless 
such employee is appointed at an annual rate of salary and gives notice in writing, 
within six months after the date of entrance to the service, to the officers by whom 
his salary is paid, of his desire to come within the purview of this Act. 

“(e) The Commission may exclude from the operation of this Act any employee 
or group of employees in the executive branch of the United States Government, 
or of the District of Columbia government upon recommendation by its Com- 
missioners, whose tenure of office or employment is temporary or intermittent, 
except that no employee shall be excluded under this subsection after he shall 
have had more than six months’ continuous service. 

“(f) This Act shall not apply to any temporary employee of the Administrative 
Office of the United States Courts, of the courts specified in section 610 of title 
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28 of the United States Code, of the Office of the Architect of the Capitol, or of 
the Library of Congress. 

“(g) Nothing in this section shall operate to deny coverage under this Act to 
any person who was subject to this Act on December 31, 1956. 


“CREDITABLE SERVICE 


“Sec. 3. (a) An employee’s services for the purposes of this Act including 
service as a substitute in the postal service shall be credited from the date of 
original employment to the date of the separation upon which title to annuity 
is based in the civilian service of the Government. Credit shall similarly be 
allowed for service in the Pan American Sanitary Bureau. No credit shall be 
allowed for any period of separation from the service in excess of three calendar 
days. 

“(b) An employee shall be allowed credit for periods of military service prior 
to the date of the separation upon which title to annuity is based; however, if 
an employee is awarded retired pay on account of military service, the period 
of service upon which such retired pay is based shall not be included, unless 
such retired pay is awarded on account of a service-connected disability incurred 
in combat with an enemy of the United States or resulting from an explosion of 
an instrument of war or is awarded under title III of Public Law 810, Eightieth 
Congress. A Member shall be allowed credit for periods of military service, not 
exceeding five years, plus any military service performed by the Member upon 
leaving his office, for the purpose of performing such service, during any war 
or national emergency proclaimed by the President or declared by the Congress 
and prior to his final separation from service as Member. A Member may not 
receive credit for military service for which credit is allowed for the purposes 
of retired pay under any other provision of law. Nothing in this Act shall affect 
the right of an employee or a Member to retired pay, pension, or compensation 
in addition to the annuity herein provided. 

“(ce) Credit shall be allowed for leaves of absence granted an employee while 
performing military service or while receiving benefits under the Federal Em- 
ployees’ Compensation Act of September 7, 1916, as amended. Except for a sub- 
stitute in the postal service, there shall be excluded from credit so much of any 
other leaves of absence without pay as may exceed six months in the aggregate 
in any calendar year. 

“(d) An employee who during the period of any war, or of any national 
emergency as proclaimed by the President or declared by the Congress, has left 
or leaves his position to enter the military service shall not be considered, for 
the purposes of this Act, as separated from his civilian position by reason of such 
military service, unless he shall apply for and receive a lump-sum benefit under 
this Act: Provided, That such employee shall not be considered as retaining his 
civilian position beyond December 31, 1956, or the expiration of five years of such 
military service, whichever is later. 

“(e) The total service of an employee or Member shall be the full years and 
twelfth parts thereof, excluding from the aggregate the fractional part of a 
month, if any. 

“(f) An employee must have completed at least five years of civilian service 
before he shall be eligible for annuity under this Act. 

““(g) An employee or Member must have, within the two-year period preceding 
any separation from service, completed at least one year of creditable civilian 
service during which he was subject to this Act before he or his survivors shall 
be eligible for annuity under this Act based on such separation. Failure to meet 
this service requirement shall not deprive the individual or his survivors of any 
annuity rights which attached upon a previous separation. 

“(h) An employee who (1) has at least six years’ Member service and (2) 
has served as Member at any time after August 2, 1946, shall not be allowed credit 
for any service which is used in the computation of an annuity under section 9 (c). 

“(i) Subject to the conditions contained in this subsection, any employee who 
is serving in a position within the purview of this Act at the time of his retire- 
ment or death, shall be allowed credit for all periods of service performed by him 
as a project employee (other than an employee appointed from relief rolls) 
of a Federal relief agency, or in the employ of a State, or any instrumentality 
thereof, exclusively in the carrying out of programs authorized by Act of Con- 
gress and financed in whole or in part by Federal funds, but only if— 

“(1) the performance of such service is certified, in a form prescribed by 
the Civil Service Commission, by the head, or by a person designated by the 
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head, of the department, agency, or independent establishment in the execu- 
tive branch of the Government of the United States which administers the 
provisions of law authorizing the performance of such service, or is other- 
wise established to the satisfaction of the Commission ; 

(2) the employee shall have to his credit a total period of not less than 
five years of allowable service under this Act, exclusive of service allowed 
by this subsection ; 

“(3) the employee shall have deposited with interest at 4 per centum per 
annum to December 31, 1947, and 3 per centum per annum thereafter, com- 
pounded on December 31 of each year, to the credit of the civil-service retire- 
ment and disability fund a sum equal to the aggregate of the amounts which 
would have been deducted from his basic salary, pay, or compensation during 
the period of service claimed under this subsection if during such period he 
had been subject to this Act; 

“(4) such period of service is excluded from credit for the purposes of any 
annuity received by such employee from a State. 

As used in this subsection the tern “State” includes Alaska, Hawaii, and Puerto 
Rico. 


“DEDUCTIONS AND DEPOSITS 


“Sec. 4. (a) There shall be deducted from each employee's and Member's basic 
salary an amount equal to 6 per centum of such basic salary. The amounts so 
deducted shall, under procedure prescribed by the Comptroller General of the 
United States, be deposited in the Treasury of the United States to the credit 
of the fund. There shall also be so credited all deposits made by employees or 
Members under this section. 

“(b) Each employee or Member shall be deemed to consent and agree to such 
deductions from basic salary, and payment less such deductions shall be a full 
and complete discharge and acquittance of all claims and demands whatsoever for 
all regular services during the period covered by such payment except the right 
to the benefits to which he shall be entitled under this Act, notwithstanding any 
law, rule, or regulation affecting the individual's salary. 

“*(c) Each employe or Member credited with civilian service after July 31, 1920, 
for which, for any reason whatsoever, no retirement deductions or deposits have 
been made, may deposit with interest an amount equal to the following percent- 
ages of his basic salary received for such service : 


Percentage of 
basic salary Service Period 

nae ORR A 2 ah es ect: August 1, 1920, to June 30, 1926 

ee ee el es July 1, 1926, to June 30, 1942 

eS ASR ee ss es Li July 1, 1942, to June 30, 1948 

Giese oC a la After June 30, 1948 
Wiese Tor Midtn- 2 46. ol Le. August 1, 1920, to June 30, 1926 

ber service. ite es ole July 1, 1926, to June 30, 1942 
ie terra rer oe ek July 1, 1942, to August 1, 1946 
26 eng. Bia After August 1, 1946 


“(d) Each employee or Member who has received a refund of retirement deduc- 
tions under this or any other retirement system established for employees of the 
Government covering service for which he may be allowed credit under this Act 
may deposit the amount received, with interest. No credit shall be allowed for 
the service covered by the refund until the deposit is made. 

“(e) Interest under subsection (c) or (d) shall be computed from the midpoint 
of each service period included in the computation, or from the date refund was 
paid, to the date of deposit or commencing date of annuity, whichever is earlier. 
The interest shall be computed at the rate of 4 per centum per annum to Decein- 
ber 31, 1947, and 3 per centum per annum thereafter, compounded annualiy. 
Such deposit may be made in one or more installments. 

“(f) Under such regulations as may be prescribed by the Commission, amounts 
deducted under subsection (a) and deposited under subsections (c) and (d) shall 
be entered on individual retirement records. 

“(g) No deposit shall be required for any service prior to August 1, 1920, for 
periods of military service or for any service for the Panama Railroad Company 
prior to January 1, 1924. 
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“MANDATORY SEPARATION 


“Sec. 5. (a) Except as hereinafter provided, an employee shall be automatically 
separated from the service on the last day of the month in which he attains the 
age of seventy years, and all salary shall cease from that date. 

“(b) Each employing office shall notify each employee under its direction of 
the date of such separation from the service at least sixty days in advance thereof : 
Provided, That subsection (a) shall not take effect without the consent of the 
employee until sixty days after he has been so notified. 

“(c) The President may, by Executive order, exempt from automatic separa- 
tion under this section any employee when, in his judgment, the public interest 
so requires. 

“(d) The automatic separation provisions of this section shall not apply to any 
persson named in any Act of Congress providing for the continuance of such 
person in the service, to any Member, to any congressional employee, or to any 
employee in the judicial branch within the classes made subject to the Civil 
Service Retirement Act of May 29, 1930, as amended, by the Act of July 138, 1937. 


“IMMEDIATE RETIREMENT 


“Sec. 6. (a) Any employee who attains the age of sixty years and completes 
thirty years of service shall, upon separation from the service, be paid an annuity 
computed as provided in section 9. 

“(b) Any employee who completes thirty years of service shall, upon separa- 
tion from the service prior to attainment of the age of sixty years, be paid a 
reduced annuity computed as provided in section 9. 

“(c) Any employee the duties of whose position are primarily the investigation, 
apprehension, or detention of persons suspected or convicted of offenses against 
the criminal laws of the United States, including any employee engaged in such 
activity who has been transferred to a supervisory or administrative position, 
who attains the age of fifty years and completes twenty years of service in the 
performance of such duties may, if the head of his department or agency recom- 
mends his retirement and the Commission approves, voluntarily retire from the 
service, and be paid an annuity computed as provided in section 9. The head of 
the department or agency and the Commission shall give full consideration to 
the degree of hazard to which such employee is subjected in the performance of 
his duties, rather than the general duties of the class of the position held by such 
employee. The word ‘detention’ as used in this subsection shall be construed to 
include the duties of all officers and employees in the field service of the Bureau 
of Prisons, Federal Prison Industries, Incorporated, and officers and employees 
of the Public Health Service assigned to such field service, and all other officers 
and employees of the Bureau of Prisons and Federal Prison Industries, Incorpo- 
rated, Whose duties in connection with persons in detention suspected or convicted 
of offenses against the criminal laws of the United States, or the District of 
Columbia, or against the punitive articles of the Uniform Code of Military Justice, 
involve direct contact with such persons in their direction, supervision, inspec- 
tion, training, or employment. 

“(d) Any employee who completes twenty-five years of service or who attains 
the age of fifty years and completes twenty years of service shall upon involun- 
tary separation from the service not by removal for cause on charges of miscon- 
duct or delinquency, be paid a reduced annuity computed as provided in 
section 9. 

“(e) Any employee who attains the age of sixty-two years and completes 
five years of service shall, upon separation from the service, be paid an annuity 
computed as provided in section 9. 

“(f) Any Member who attains the age of sixty-two years and completes six 
years of Member service, or who attains the age of sixty years and completes 
ten years of Member service, shall, upon separation from the service be paid 
an annuity computed as provided in section 9. No Member shall be entitled to 
receive an annuity under this Act unless there shall have been deducted or 
deposited the amounts specified in section 4 with respect to his last five years 
of Member service. 

“DISABILITY RETIREMENT 

“Src. 7. (a) Any employee who completes five years of civilian service, and 
who is found by the Commission to have become disabled shall, upon his own 
application or upon application by his department or agency, be retired on an 
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annuity computed as provided in section 9. Any Member who completes five 
years of Member service and who is found by the Commission to have become 
disabled shall, upon his own application, be retired on an annuity computed 
us provided in section 9. 

“(b) No claim shall be allowed under this section unless the application is 
filed with the Commission prior to the separation of the employee or Member 
from the service or within one year thereafter. This time limitation may be 
waived by the Commission for an individual who at the date of separation from 
service or within one year thereafter is mentally incompetent, if the application 
is filed with the Commission within one year from the date of restoration of such 
individual to competency or the appointment of a fiduciary, whichever is the 
earlier. 

“(c) Each annuitant retired under this section er under section 6 of the Act 
of May 29, 1930, as amended, unless his disability is permanent in character, shall 
at the expiration of one year from the date of such retirement and annually 
thereafter, until reaching age sixty, be examined under the direction of the Com 
mission. If the annuitant fails to submit to examination as required under this 
section, payment of the annuity shall be suspended until continuance of the 
disability is satisfactorily established. 

“(d) If such annuitant, before reaching age sixty, recovers from his disability 
or is restored to an earning capacity fairly comparable to that in the position 
occupied at the time of retirement, payment of the annuity shall cease (1) upon 
reemployment by the Government, (2) one year from the date of the medical 
examination showing such recovery, or (3) one year from the date of determi- 
nation that he is so restored, whichever is earliest. Earning capacity shall be 
deemed restored if in each of two succeeding calendar years the income of the 
annuitant from wages or self-employment or both shall equal at least 80 per 
centum of his salary immediately prior to retirement. 

“(e) If such annuitant whose annuity is discontinued under subsection (d) is 
not reemployed in any position included in the provisions of this Act, he shall be 
considered, except for service credit, as having been involuntarily separated 
from the service for the purposes of this Act as of the date of discontinuance of 
the disability annuity and shall, after such discontinuance, be entitled to annuity 
in accordance with the applicable provision of this Act. 

“(f) No person shall be entitled to receive an annuity under this Act and com- 
pensation for injury or disability to himself under the Federal Employees’ Com- 
pensation Act of September 7, 1916, as amended, covering the same period of 
time. This provision shall not bar the right of any claimant to the greater hene- 
fit conferred by either Act for any part of the same period of time. Neither this 
provision nor any provision in such Act of September 7, 1916, as amended, shall 
deny to any person an annuity accruing to such person under this Act on account 
of service rendered by him, or deny any concurrent benefit to such person under 
such Act of September 7, 1916, as amended, on account of the death of any 
other person. 

“(g¢) Notwithstanding any provision of law to the contrary, the right of any 
person entitled to an annuity under this Act shall not be affected because such 
person has received an award of compensation in a lump sum under section 14 of 
the Act of September 7, 1916, as amended, except that where such annuity is 
payable on account of the same disability for which compensation under such 
section has heen paid, so much of such compensation as has been paid for any 
period extended heyond the date such annuity becomes effective, as determined by 
the Department of Labor, shall be refunded to the Department of Labor, to be 
covered into the Federal Employees’ Compensation Fund. Before such person 
shall receive such annuity he shall (1) refund to such Department the amount 
representing such commuted payments for such extended period, or (2) authorize 
the deduction of such amount from the annuity payable to him under this Act, 
which amount shall be transmitted to such Department for reimbursement to 
such fund. Deductions from such annuity may be made from accrued and 
accruing payments, or may be prorated against and paid from accruing payments 
in such manner as the Department of Labor shall determine, whenever it finds 
that the financial circumstances of the annuitant are such as to warrant such 
deferred refunding. 


“DEFERRED RETIREMENT 


“Src. 8. (a) Any employee who is separated from the service after completing 
five vears of civilian service may be paid an annuity beginning at the age of 
sixty-two years computed as provided in section 9. 
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“(b) Any Member who is separated from the service after completing six 
years of Member service may be paid an annuity beginning at the age of sixty-two 
years computed as provided in section 9. 


“COMPUTATION OF ANNUITY 


“SEC. 9. (a) Except as otherwise provided in this section, the annuity of an 
employee retiring under this Act shall be the larger of (1) 2 per centum of the 
average salary multiplied by the total service, or (2) 1 per centum of the average 
salary, plus $25, multiplied by the total service : Provided, That the annuity shall 
not exceed 75 per centum of the average salary: Provided further, That the 
annuity of an employee retiring under section 7 shall be at least (1) 40 per 
centum of the average salary of (2) the sum obtained under this subsection after 
increasing his total service by the period elapsing between the date of separation 
and the date he attains the age of seventy years, whichever is the lesser, but this 
proviso shall not increase the annuity of any survivor. 

(b) The annuity of a congressional employee retiring under this Act shall, 
if he so elects at the time his annuity commences, be (1) 2% per centum of the 
average salary multiplied by his military service and service as a congressional 
employee, not exceeding a total of fifteen years, plus (2) 2 per centum of the 
average salary multiplied by the remainder of his total service: Provided, That 
the annuity shall not exceed 75 per centum of the average salary. This subsec- 
tion shall not apply unless the congressional employee (1) has had at least five 
years’ service as a congressional employee, (2) has had deductions withheld from 
his salary or made deposit covering his last five years of civilian service, and (3) 
has served as a congressional employee during the last eleven months of his 
civilian service: Provided further, That the annuity of a congressional employee 
retiring under section 7 shall be at least (1) 40 per centum of the average salary 
or (2) the sum obtained under this subsection after increasing his service as a 
congressional employee by the period elapsing between the date of separation 
and the date he attains the age of seventy years, whichever is the lesser, but 
this provision shall not increase the annuity of any survivor. 

“(e) The annuity of a Member retiring under this Act shall be an amount 
equal to— 

“(1) 2% per centum of the average salary multiplied by the total of his 
Member and creditable military service ; 

“(2) 2% per centum of the average salary multiplied by his total years 
of service, not exceeding fifteen, performed as a congressional employee 
prior to his separation from service as a Member, other than any such service 
which he may elect to exclude; and 

“(3) 2 per centum of such average salary multiplied by his total service, 
other than service used in computing annuity under clauses (1) and (2), 
performed prior to his separation from service as a Member, and other than 
any such service which he may elect to exclude. 

In no case shall an annuity computed under this subsection exceed 75 per centum 
of the average salary, and in no case shall the annuity of a Member retiring 
under section 7 be less than (A) 40 per centum of the average salary or (B) 
the sum obtained under this subsection after increasing his Member service by 
the period elapsing between the date of separation and the date he attains the age 
of seventy years, whichever is the lesser, but this provision shall not increase 
the annuity of any survivor. 

“(d) The annuity as hereinbefore provided for an employee retiring under sec- 
tion 6 (b) or 6 (d) shall be reduced by one-twelfth of 1 per centum for each full 
month not in excess of thirty, one-eighth of 1 per centum for each full month in 
excess of thirty but not in excess of sixty, and one-sixth of 1 per centum for each 
full month in excess of sixty, such employee is under the age of sixty years at 
date of separation. 

“(e) The annuity as hereinbefore provided shall be reduced by 10 per centum 
of any deposit described in section 4 (c) remaining unpaid. 

“(f) Any employee or Member retiring under section 6, 7, or 8 may at the 
time of retirement elect a reduced annuity, in lieu of the annuity as hereinbefore 
provided, and designate in writing his wife or her husband to receive an annuity 
after the retired individual's death computed as provided in section 10 (a) (2). 
The annuity of the employee or Member making such election shall be reduced 
by 10 per centum of so much thereof as exceeds $4,000. 

“(g) Any unmarried employee or Member retiring under section 6 or 8, and 
found by the Commission to be in good health, may at the time of retirement 
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elect a reduced annuity, in lieu of the annuity as hereinbefore provided, and 
designate in writing a person having an insurable interest in the employee or 
Member to receive an annuity after the retired individual’s death. The annuity 
payable to the employee or Member making such election shall be reduced by 
10 per centum of an annuity computed as provided in section 9 and by 5 per 
centum of an annuity so computed for each full five years the person designated 
is younder than the retired employee or Member, but such total reduction shall 
not exceed 40 per centum. 

“(h) The annuity as hereinbefore provided, for an employee who is a citizen of 
the United States, shall be increased by $386 multiplied by total service in the 
employ of either the Alaska Engineering Commission or the Alaska Railroad 
in the Territory of Alaska between March 12, 1914, and July 1, 1923, or in the 
employ of either the Isthmian Canal Commission or the Panama Railroad Com- 
pany on the Isthmus of Panama between May 4, 1904, and April 1, 1914 


“SURVIVOR ANNUITIES 


“Sec. 10. (a) (1) If a Member or employee dies after having retired under 
any provision of this Act and is survived by a widow or widower, such widow or 
widower shall be paid an annuity equal to (1) 50 percentum of so much of an 
annuity computed as provided in subsections (a), (b), (c), (d), and (e) of 
section 9, as may apply with respect to the annuitant, as does not exceed $4,000. 

(2) If a Member or employee dies after having retired under any provision 
of this Act and is survived by a widow or widower designated under section 9 
(f) such widow or widower shall be paid an annuity (in addition to any annuity 
payable under paragraph (1)) equal to 50 per centum of so much of an annuity 
computed as provided in subsections (a), (b), (c), (d), and (e) of section 9, 
as may apply with respect to the annuitant, as exceed $4,000. 

*“(3) An annuity computed under this subsection shall begin on the first day 
of the month in which the retired employee dies, and such annuity or any right 
thereto shall terminate upon the survivor’s death or remarriage. 

“(b) The annuity of a survivor designated under section 9 (g) shall be 50 
per centum of the reduced annuity computed as provided in subsections (a), (Db), 
(c), (d), (e), and (g) of section 9 as may apply with respect to the annuitant. 
The annuity of such survivor shall begin on the first day of the month in which 
the retired employee dies, and such annuity or any right thereto shall terminate 
upon the survivor’s death. 

“(c) If an employee dies after completing at least five years of civilian service, 
or a Member dies after completing at least five years of Member service, the 
widow or dependent widower of such employee or Member shall be paid an 
annuity equal to 50 per centum of an annuity computed as provided in subsec- 
tions (a), (b), (ce), and (e) of section 9 as may apply with respect to the 
employee or Member. The annuity of such widow or dependent widower shall 
begin on the first day of the month after the employee or annuitant dies, and 
such annuity or any right thereto shall terminate upon death or remarriage of 
the widow or widower, or upon the widower’s becoming capable of self-support. 

“(d) If an employee dies after completing five years of civilian service or a 
Meinber dies after completing five years of Member service, or an employee or 
Member dies after having retired under any provision of the Act, and is survived 
by a widow or dependent widower, each surviving child shall be paid an annuity 
equal to the smallest of (1) 25 per centum of an annuity computed as provided 
in subsections (a), (b), (ec), and (e) of section 9 as may apply with respect 
to the employee or Member, (2) $1,200 divided by the number of such children, 
or (3) $480. If such employee or Member is not survived by a widow or 
dependent widower, each surviving child shall be paid an annuity equal to the 
smallest of (1) 50 per centum of an annuity computed as provided in subsec- 
tions (a), (b), (ce), and (e) of section 9 as may apply with respect to the em- 
ployee or Member, (2) $1,600 divided by the number of such children, or (3) $640. 
The child’s annuity shall begin on the first day of the month after the employee 
or Member dies, and such annuity or any right thereto shall terminate upon (1) 
his attaining age eighteen unless incapable of self-support, (2) his becoming 
eapable of self-support after age eighteen, (8) his marriage, or (4) his death. 
Upon the death of the widow or dependent widower or termination of the annuity 
of the child, the annuity of any other child or children shall be recomputed and 
paid as though such widow, dependent widower, or child had not survived the 
employee or Member. 
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“LUMP-SUM BENEFITS 


“Sec. 11. (a) Any employee who is separated or transferred to a position not 
within the purview of this Act after he has completed five but less than twenty 
years of service, and any Member who is separated or transferred to a position 
not within the purview of this Act after he has completed six but less than 
twenty years of Member service, shall upon application therefor be paid the 
lump-sum credit. Any employee who is separated or transferred to a position 
not within the purview of this Act before he has completed five years’ service, 
and any Member who is separated or transferred to a position not within the 
purview of this Act before he has completed six years of Member service, shall 
be paid the lump-sum credit. The receipt of payment of the lump-sum credit 
by the individual shall void all annuity rights under this Act, unless and until 
he shall be reemployed in the service subject to this Act. 

“(b) Each present or former employee or Member may, under regulations 
prescribed by the Commission, designate a beneficiary or beneficiaries for the 
purposes of this Act. 

“(c) Lump-sum benefits authorized under subsections (d), (e), and (f) of 
this section shall be paid in the following order of precedence to such person 
or persons surviving the employee or Member and alive at the date title to the 
payment arises, and such payment shall be a bar to recovery by any other 
person: 

“First, to the beneficiary or beneficiaries designated by the employee or Mem- 
ber in a writing received in the Commission prior to his death; 

“Second, if there be no such beneficiary, to the widow or widower of the em- 
ployee or Member ; 

“Third, if none of the above, to the child or children of the employee or 
Member and descendants of deceased children by representation ; 

“Fourth, if none of the above, to the parents of the employee or Member or 
the survivor of them; 

“Fifth, if none of the above, to the duly appointed executor or administra- 
tor of the estate of the employee or Member. 

“Sixth, if none of the above, to other next of kin of the employee or Member 
as may be determined by the Commissioner to be entitled under the laws of 
the domicile of the individwal at the time of his death. 

“(d) If a present or former employee or Member not retired dies, (1) without 
a survivor, or (2) with a survivor or survivors and the right of all survivors 
shall terminate before claim for survivor annuity is filed, the lump-sum credit 
shall be paid. 

“(e) If all annuity rights under this Act based on the service of a deceased 
employee or Member shall terminate before the total annuity paid equals the 
lump-sum credit, the difference shall be paid. 

“(f) If an annuitant dies, any annuity accrued and unpaid shall be paid. 

“(g) Any annuity accrued and unpaid upon the termination (other than by 
death) of the annuity of any annuitant or survivor annuitant shall be paid 
to such person. Any survivor annuity accrued and unpaid upon the death of 
any survivor annuitant shall be paid in the following order of precedence, and 
such payment shall be a bar to recovery by any other person: 

“First, to the duly appointed executor or administrator of the estate of the 
survivor annuitant; 

“Second, if there is no such executor or administrator, payment may be made, 
after the expiration of thirty days from the date of death of such survivor 
annuitant, to such next of kin of the survivor annuitant as may be determined 
by the Commission to be entitled under the laws of the survivor annuitant’s 
domicile at the time of his death. 


“ADDITIONAL ANNUITIES 


“Sec. 12. (a) Any employee or Member may, under regulations prescribed by 
the Commission, voluntarily contribute additional sums in multiples of $25, 
but the total may not exceed 10 per centum of his basic salary for his creditable 
service from and after August 1, 1920. The voluntary contribution aceount in 
each case shall be the sum of such unrefunded contributions, plus interest at 3 per 
centum per annum compounded annually to date of separation or transfer to a 
position not within the purview of this Act or, in case of an individual who is 
separated with title to a deferred annuity and does not claim the voluntary con- 
tribution account, to the commencing date fixed for such deferred annuity or date 
of death whichever is earlier. 
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“(b) Such voluntary contribution account shall be used to purchase at retire- 
ment an annuity in addition to the annuity otherwise provided. For each $100 
in such voluntary contribution account, the additional annuity shall consist of 
$7, increased by 20 cents for each full year, if any, such employee or Member is 
over the age of fifty-five years at the date of retirement. 

“(c) A retiring employee or Member may elect a reduced additional annuity 
in lieu of the additional annuity described in subsection (b) and designate in 
writing a person to receive after his death an annuity of 50 per centum of his 
reduced additional annuity. The additional annuity of the employee or Mem 
ber making such election shall be reduced by 10 per centum, and by 5 per 
centum for each full five years the person designated is younger than the 
retiring employee or Member, but such total reduction shall not exceed 40 
per centum. 

“(d) Any employee or Member who is separated from the service before 
becoming eligible for immediate or deferred annuity or who transfers to a 
position wherein he does not continue subject to this Act shall be paid the volun- 
tary contribution account. Any employee or Member who is separated from the 
service after becoming eligible for a deferred annuity under section 8 may elect 
to receive, in lieu of additional annuity, the voluntary contribution account, 
provided his separation occurs and application for payment is filed with the 
Commission at least thirty-one days before the commencing date of annuity. 

“(e) If any present or former employee or Member not retired dies, the volun 
tary contribution account shall be paid under the provisions of section 11 (c¢). 
If all additional annuities or any right thereto based on the voluntary contribu- 
tion account of a deceased employee or Member terminate before the total 
additional annuity paid equals such account, the difference shall be paid under 
the provisions of section 11 (c). 


“REEMPLOYMENT OF ANNUITANTS 


“Sec. 18. (a) Notwithstanding any other provision of law, an annuitant under 
this Act shall not, by reason of his retired status, be barred from employment in 
any appointive position for which he is qualified. An annuitant so reemployed 
shall serve at the will of the appointing officer. 

“(b) If an annuitant under this Act other than (1) a disability annuitant 
whose annuity is terminated by reason of his recovery or restoration of earning 
capacity, or (2) a Member retired under this Act, is employed in an appointive 
or elective position subject to this Act, annuity payments shall be discontinued 
during such employment and deductions for the retirement fund shall be with 
held from his salary. If such annuitant performs actual full-time service for 
a period of at least one year, his right to future annuity shall be determined 
upon the basis of the law in effect at the time of termination of such period of 
employment and service performed during such period shall be credited for 
such purpose. If such annuitant does not perform actual full-time service for 
a period of at least one year, his annuity payments shall be resumed in the 
same amount and amounts deducted from his salary during such period of em- 
ployment shall be returned upon the expiration of such period. 

“(c) If a Member retired under this Act is employed in an appointive or 
elective position, annuity payments shall be discontinued during such employ 
ment and resumed in the same amount upon termination of such employment: 
Provided, That if such retired Member takes office as Member and gives notice as 
provided in section 2 (c), his service as Member during such period shall be 
credited in determining his right to and the amount of his subsequent annuity. 


“PAYMENT OF BENEFITS 

“Src. 14. (a) Each annuity is stated as an annual amount, one-twelfth of 
which, fixed at the nearest dollar, accrues monthly and is payable on the first 
business day of the month after it accrues. 

“(b) Except as otherwise provided, the annuity of an employee shall com- 
mence on the first of the month after separation from the service, or on the first 
of the month after salary ceases provided the employee meets the service and the 
age of disability requirements for title to annuity at that time. The annuity of 
a Member or of an elected officer of the Senate or House of Representatives shall 
commence on the day following the day on which salary shall cease provided the 
person entitled to such annuity meets the service and the age or disability re- 
quirements for title to annuity at that time. The annuity of an employee or 
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Member under section §& shall commence on the first of the month after the 
occurrence of the event on which payment of the annuity is based. 

“(¢) An annuity shall terminate on the last day of the month preceding the 
month in which death or any other terminating event provided in this Act occurs. 

“(d) Any person entitled to annuity from the fund may decline to accept all 
or any part of such annuity by a waiver signed and filed with the Commission. 
Such waiver may be revoked in writing at any time, but no payment of the annuity 
waived shall be made covering the period during which such waiver was in effect. 

“(e) Where any payment is due a minor, or a person mentally incompetent 
or under other legal disability, such payment may be made to the person who is 
constituted guardian or other fiduciary by the law of the State of residence of 
such claimant or is otherwise legally vested with the care of the claimant or 
his estate: Provided, That where no guardian or other fiduciary of the person 
under legal disability has been appointed under the laws of the State of residence 
of the claimant, payment may be made to any person who in the judgment of 
the Commission is responsible for the care of the claimant, and such payment 
shall be a bar to recovery by any other person. 


“EXEMPTION FROM LEGAL PROCESSES 


“Sec. 15. (a) None of the moneys mentioned in this Act shall be assignable, 
either in law or equity, or be subject to execution, levy, attachment, garnishment, 
or other legal process. 

“(b) Notwithstanding any other provision of law, there shall be no recovery 
of any payments under this Act from any person when, in the judgment of the 
Commission, such person is without fault and such recovery would be contrary 
to equity and good conscience; nor shall there be any withholding of recovery 
of any moneys mentioned in this Act on account of any certification or payment 
made by any former employee of the United States in the discharge of his official 
duties unless the head of the department or agency on behalf of which the 
certification or payment was made certifies to the Commission that such certifica- 
tion or payment involved fraud on the part of such employee. 


“ ADMINISTRATION 


“Sec. 16. (a) This Act shall be administered by the Commission. Except as 
otherwise specifically provided herein, the Commission is hereby authorized 
and directed to perform, or cause to be performed, any and all acts and to make 
such rules and regulations as may be necessary and proper for the purpose of 
earrying the provisions of this Act into full force and effect. 

“(b) Applications under this Act shall be in such form as the Commission 
shall prescribe, and shall be supported by such certificates from departments 
or agencies as the Commission may deem necessary to the determination of the 
rights of applicants. The Commission shall adjudicate all claims under this Act. 

“(c) Questions of dependency and disability arising under this Act shall 
be determined by the Commission and its decisions with respect to such matters 
shall be final and conclusive and shall not be subject to review. The Commis- 
sion may order or direct at any time such medical or other examinations as it 
shall deem necessary to determine the facts relative to the disability or depend- 
ency of any person receiving or applying for annuity under this Act, and may 
suspend or deny any such annuity for failure to submit to any such examination. 

“(d) An appeal to the Commission shall lie from any administrative action 
or order affecting the rights or interests of any person or of the United States 
under this Act, the procedure on appeal to be prescribed by the Commission. 

“(e) Fees for examinations made under the provisions of this Act, by 
physicians or surgeons who >» not medical officers of the United States, 
shall be fixed by the Commissiofi, and such fees, together with reasonable travel- 
ing and other expenses incurred in connection with such examinations, shall be 
paid out of the appropriations for the cost of administering this Act. 

“(f) The Commission shall publish an annual report upon the operations of 
this Act. 

“(g) The Commission is hereby authorized and directed to select three ac- 
tuaries, to be known as the Board of Actuaries of the Civil Service Retirement 
System. It shall be the duty of such Board to report annually upon the actu- 
arial status of the system and to furnish its advice and opinion on matters 
referred to it by the Commission, and it shall have the authority to recommend 
to the Commission and to the Congress such changes as in the Board’s judg- 
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ment may be deemed necessary to protect the public interest and maintain 
the system upon a sound financial basis. The Commission shall keep or cause 
to be kept such records as it deems necessary for making periodic actuarial 
valuations of the Civil Service Retirement System, and the Board shall make 
such valuations at intervals of five years, or oftener if deemed necessary by the 
Commission. The compensation of the members of the Board of Actuaries, 
exclusive of such members as are in the employ of the United States, shall 
be fixed by the Commission. 


“SHORT TITLE 


“Sec. 17. This Act may be cited as the ‘Civil Service Retirement Act’.”’ 

Sec. 2. (a) On and after the effective date of this Act persons employed as 
members of the civilian faculties of the United States Naval Academy and the 
United States Naval Postgraduate Schoo! shall be included within the terms of 
the Civil Service Retirement Act, and on and after that date the Act of January 
16, 1936 (49 Stat. 1092), as amended, shal! not apply to such persons. 

(b) In lieu of the deposit prescribed by section 4 (c) of the Civil Service 
Retirement Act, an employee who by virtue of subsection (a) is included within 
the terms of such Act shal! deposit, for service rendered prior to the effective 
date of this Act as a member of the civilian faculty of the United States Naval 
Arcademy or of the United States Naval Postgraduate School, a sum equal to so 
much of the repurchase price of his annuity policy carried as required by the 
Act of January 16, 1936, as amended, as is based on the monthly allotments 
which were registered with the Navy Allotment Office toward the purchase of 
that annuity, the deposit to be made within six months after the effective date 
of this Act. Should the deposit not be made within that period no credit shall 
be allowed under the Civil Service Retirement Act for service rendered as a 
member of the civilian faculty of the United States Naval Academy or of the 
United States Naval Postgraduate School subsequent to July 31, 1920, and prior 
to the effective date of this Act. 

Sec. 3. The amendment approved September 30, 1949 (Public Law 310, Eighy 
first Congress), to section 4 (b) of the Civil Service Retirement Act of May 29, 
1930, as amended, insofar as it relates to the amount of the reduction in the 
annuities of officers and employees who elect to receive reduced annuities under 
such section, shall take effect as of April 1, 1948, but no increase in annuity 
shall be payable by reason of such amendment, to those who retired on or after 
April 1, 1948, and prior to October 1, 1949, for any period prior to the first day 
of the first month which begins after the effective date of this Act. 


CONTINUATION OF PRIOR RIGHTS 

Sec. 4. Except as otherwise provided, the amendments made by this Act shall 
not apply in the case of employees or Members retired or otherwise separated 
prior to its effective date; and the rights of such persons and their survivors 
shall continue in the same manner and to the same extent as if this Act had not 
been enacted. 

EFFECTIVE DATE 
Sec. 5. This Act shall take effect on January 1, 1957. 


SHORT TITLE 


Sec. 6. This Act may be cited as the “Civil Service Retirement Act Amend 
ments of 1956.” 


ANALYsIs OF S. 2875, A Britt To REvIsE THE Crvit Service RETIREMENT ACT OF 
May 29, 1980, As AMENDED 


Section 1 of S. 2875 amends the Civil Service Retirement Act in its entirety. 
The basic changes made in existing law by S. 2875 are as follows: 


SECTION 1. DEFINITIONS 


Various terms used throughout the existing law are accompanied either by 
definitions or by reference to a section which defines the terms. In other in- 
stances, regulations, precedent and administrative rulings are relied upon for the 
meaning of the terms used. 
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Section 1 defines terms used throughout the Act. Only three present meanings 
of terms are changed as follows: 


Section 1 (c) 


1. “Congressional employee” under present law does not include the Architect 
of the Capitol and employees of the Architect. 8S. 2875 includes such employees 
in the definition of “Congressional employee,” thus extending to the Architect of 
the Capitol and his employees the same retirement benefits that accrue to other 
groups of legislative employees 


Section 1 (d) 


2. “Basic salary’ is defined under present law to permit the use of military 
pay in the computation of retirement benefits. S. 2875 would bar the use of 
military pay for this purpose. This change is proposed because it is deemed 
inappropriate to permit the rate of annuity upon retirement from a civilian 
position to be based upon pay from a source other than civilian employment. 

(Nore.—This change in no way relates to or changes the present law and 
practice of crediting military service for retirement purposes. ) 

Section 1 (1) 


3. Under present law, lump-sum payments include retirement deductions, sums 
deposited by an employee or Member and interest on such deductions and deposits 
to the date of separation or to the date of entitlement to a deferred annuity or 
date of death, whichever is earlier except that no interest accrues if the service 
covered thereby aggregates 1 year or less. S. 2875 defines “lump-sum credit” to 
end the practice of crediting interest after December 31, 1956, on the theory that 
to provide the protection afforded by the act and at the same time allow interest 
on deposits made for the purpose of obtaining protection amounts to dual benefits 
unwarranted by the circumstances. 


SECTION 2. COVERAGE 
Section 2 (b) 

Judges of the United States are not now specifially excluded from the act. 
In March 1950, the Judicial Conference stated the opinion that these judges are 
not subject to the act which is contrary to the view of the Commission. The 
Senate bill clarifies the matter by specifically excluding these judges as desired 
by the Judicial Conference. 

Section 2 (f) 


Under present law the President has authority to exclude executive branch 
employees whose tenure is intermittent or of uncertain duration. This authority 
has been delegated to the Civil Service Commission by Executive Order 10530. 
S. 2875 confers this authority directly upon the Civil Service Commission sub- 
ject to the restriction that no employee shall be excluded from coverage who has 
had more than 6 months’ continuous service. 


Section 2 (h) 


The bill contains a provision to safeguard the coverage of persons who were 
subject to the Civil Service Retirement Act prior to December 31, 1956. 


SECTION 3. CREDITABLE SERVICE 
Section 3 (a) 

At the present time, all periods of separation from the service are excluded 
from credit for retirement purposes. S. 2875 would exclude only those periods 
of separation which exceed 3 days. Most of the breaks in service of 1 or 2 days 
are the result of misunderstanding or clerical error where a transfer takes place 
over a weekend. This change is made primarily to improve and simplify the 
administration of the act. 

Section 3 (d) 


Under existing law, an employee who leaves his position during time of war or 
national emergency to enter the military service is not considered as being sepa- 
rated from his civilian position for purposes of the Retirement Act by reason of 
such service in the Armed Forces until termination of military service or until 
he applies for and receives a refund of his contributions to the retirement fund 
whichever first occurs. 

Many individuals who left civilian employment early in World War II, or 
even during the emergency period which began in September 1939, are still in 
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the military service—with resultant furlough status from their civilian jobs in 
accordance with the provisions of the Retirement Act. This means that they can, 
without returning to civilian employment, continue to accrue civilian retirement 
time credit and status with title to annuity arising whenever age or disab 
and service requirements are met. 

The entire furlough period is creditable as civilian service for retirement 
purposes if the individual (1) is not granted military retired pay or (2) is 
granted retired pay under title III of Public Law 810, 80th Congress, or because 
of a disability incurred in combat or resulting from an explosion of an instrument 


lity 


of war. Accordingly, the retired pay award under (2) has the eflect of giving 
the employee retirement credit under two systems for the same military career 
period. 


An employee entering military service after June 24, 1948, has restoration 
rights in his civilian job only if he serves the military not more than 4 years and 
makes prompt application for restoration, but this application period is extended 
if he is hospitalized for not more than 1 year after discharge. Thus the 5 years 
would cover the longest period possible after entering military service for 
restoration purposes. 

The proposed change will affect only those individuals who stay in military 
service more than 5 years and do not return to civilian employment. The em- 
ployee who does return to civilian service will receive credit for the military 
service, unless it forms the basis for a type of retired pay which bars the credit, 
but in the latter case the time could not be counted even though he was carried 
on furlough. The termination of furlough after 5 years will prevent the indi- 
vidual from thereafter retiring under the disability provision or from accruing 
automatic credit for retirement under the Civil Service Retirement Act. 

S. 2875 proposes to consider an employee as having been separated from a 
civilian position when he applies for and receives a refund or at the expiration 
of 5 years, whichever occurs earlier if he does not return to civilian service. An 
employee whose 5-year period has already elapsed would be considered as having 
been separated from his position on December 31, 1956. This change will in no 
way affect the crediting of military service in the case of persons who, subse 
quent to their military service, return to and serve in a civilian position covered 
by the act for a period of at lease 1 year. 


Section 3 (g) 


A deviation is warranted in the pattern of this analysis in which only changes 
in existing law are discussed to point out that the bill continues in effect the 
provision requiring at least 1 year of creditable civilian service subject to the 
act within the 2-year period preceding separation before retiring individual or 
his survivors are eligible for annuity based on that separation. Failure to meet 
this requirement does not deprive the individual or his survivors of any existing 
rights based upon a previous separation. 


Section 3 (i) 


The bill allows credit for periods of service performed in the employ of Federal 
agencies in carrying out relief programs (other than employees from relief 
rolls) or of a State or instrumentality thereof in carrying out fedeally author- 
ized and financed programs in the case of an employee who subsequently becomes 
subject to the act. Such service would be allowable only if the employee has 
to his credit at least 5 years of other allowable service and shall have made 
a deposit therefor in the amount which would have been deducted had he been 
subject to the act. Also such service would be allowable only if excluded from 
credit for purposes of a State annuity. 

The inclusion of this provision accomplishes the purpose of S. 1041, vetoed by 
the President on August 17, 1955. 


SECTION 4. DEDUCTIONS AND DEPOSITS 
Section 4 (d) 


Under present law when an employee in a position subject to another retire- 
ment system transfers to a position subject to the Civil Service Retirement Act. 
he receives credit for time in the first position whether or not he makes an 
appropriate deposit to the retirement fund for such period of time. 

The bill would require each Member or employee who had received a refund 
of retirement deductions under another retirement system to redeposit such 
refund with interst before any credit would be allowed under the Retirement 
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Act for service covered by the refund. Adoption of this provision will prevent 
employees from receiving ‘“‘windfalls” under certain conditions. 


Section 4 (e) 


Under existing law no interest is required covering periods of separation from 
the service in the case of deposits made by employees to cover periods for which 
no deductions were made or for which a refund was received. The bill provides 
that interest must be paid for periods of separation from the service as well as 
for periods of service. Interest would thus be charged for all periods during 
which the employee enjoyed the use of the money. The retirement fund would 
be earning interest on the money if it had been deposited into the fund. 


SECTION 5. MANDATORY SEPARATION 
Section 5 (a) 

Under existing law an employee must be separated from the service on the 
last day of the month in which he attains the age of 70 years or completes 15 
years of service if then beyond such age. The bill eliminates the 15-year require- 
ment and would provide for automatic separation at age 70, regardless of length 
of service. At the present time, the mandatory retirement age for employees of 
the Alaska Railroad in the Territory of Alaska and citizen employees employed 
on the Isthmus of Panama by the Panama Canal or the Panama Railroad Com- 
pany is 62 years with 15 years of service. The bill eliminates the special sepa- 
ration provisions relating to these employees so that hereafter they would be 
subject to the same mandatory separation provisions as other employees. 


Section 5 (d) 


Continues in effect the exemption of Members, Congressional employees and 
employees in the judicial branch from the mandatory separation provision. 


SECTION 6. IMMEDIATE RETIREMENT 
Section 6 (b) 


Under present law a reduced annuity is paid upon separation for any reason 
after attaining age 55 and serving 30 years. S. 2875 would permit retirement 
after 30 years of service at any age. However, if the employee is under the age 
of 60 at the time of retirement, the annuity is on a reduced scale based on the 
number of months the employee is under 60 years of age at the time of retirement. 


Section 6 (c) 


Under existing provisions relating to the retirement of employees whose 
duties are primarily the investigation, apprehension or detention of persons 
suspected or convicted of offenses against the criminal laws of the United States, 
the Civil Service Commission is required to give full consideration to the degree 
of hazard to which the employee is subjected in the performance of his duties, 
rather than the general duties of the class of the position held by the employee. 
Under the Senate bill the head of.a department or agency would likewise be 
required to give consideration to these factors in recommending the retirement 
of an employee under these provisions. This change has the effect of tightening 
up the provisions of present law under which certain employees may retire with 
less than the usual number of years of service. 

The bill defines the term “detention” for purposes of these provisions so as 
to include the duties of all officers and employees in the field service of the Bu- 
reau of Prisons (Federal Prison Industires, Inc., and officers and employees of the 
Public Health Service assigned to such field service and all other officers and em- 
ployees of the Bureau of Prisons and Federal Prison Industries, Inc., whose duties 
in connection with persons in detention suspected or convicted of offenses against 
the criminal laws of the United States or the District of Columbia, or against 
the punitive articles of the Uniform Code of Military Justice, involve direct con- 
tact with such persons in their direction, supervision, inspection, training or 
employment. This provision carries out the purpose of S. 65 which was favor- 
ably reported by the committee and passed by the Senate on July 30, 1955, and is 
now pending in the House. 


Section 6 (d) 


Under present law a void exists with respect to employees with 20 or more 
years but less than 25 years service who are involuntarily separated through no 
fault of their own. Employees who have over 20 years of service cannot with- 
draw their deposits from the retirement fund and because they have less than 
25 years of service, they do not have entitlement to an immediate annuity. S. 
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2875 proposes to alleviate this situation at least with respect to employees who 
have reached the age in life when it is difficult, if indeed not impossible, to start 
another career by providing an immediate annuity on a reduced basis to em 
ployees involuntarily separated who have attained the age of 50 years and have 
rendered 20 years of service. 
Section 6 (f) 

Under present law Members may retire at age 60 with 10 years of service on 
an annuity which is reduced for each full month the Member is under age 2. 
Since reduced annuities in the case of all other persons under the act are related 


to age 60, the reduction in the case of Members who have attained the age of 60 
has been eliminated. 


SECTION 7. DISABIITY RETIREMEN' 
Section 7 (a) 

Under present law an employee who completes 5 years of civilian service or 
a Member with 5 years’ Member service may be retired due to disability. How- 
ever, under existing law an employee cannot be retired due to disability if he is 
eligible for immediate retirement by reason of age and length of service. Thus, 
a situation exists under which departments may separate employees who become 
disabled before reaching retirement age but cannot separate disabled employees 
who have attained retirement age. S. 2875 would correct this incongruity. 


Section 7 (6) 

In the interest of administrative simplicity, the Senate bill makes some tech- 
nical changes in regard to the filing of applications for retirement due to dis- 
ability. 

Section 7 (d) 


Under present law the annuity of a disability annuitant who recovers before 
reaching age 60 is discontinued. The Senate bill provides that if the earning 
eapacity of such an annuitant is restored to a level fairly comparable to that 
which he had prior to retirement, his annuity shall be discontinued even though 
he has not attained complete recovery from a medical viewpoint. 


Section 7 (e) 


Under existing law if a disability annuitant recovers and is unable to obtain 
remployment or for any other reason does not return to service under the act, 
he is considered as having been separated from service as of the date of his 
retirement for disability and entitled only to a deferred annuity at age 62. The 
bill modifies this provision so that a disability annuitant who recovers or is re- 
stored to earning capacity before he attains age 60 will be considered (except for 
service credit) as having been involuntarily separated from the service upon 
termination of the disability annuity. This change would permit the granting 
of immediate annuity if the employee is otherwise entitled. 


SECTION 8. DEFERRED RETIREMENT 
Section 8 makes no changes in existing law. 


SECTION 9. COMPUTATION OF ANNUITY 
Section 9 (a) 

Under present law the rate of annuity for employees generally is computed on 
the basis of 14% percent of average basic salary times the number of years of 
service, or on the basis of 1 percent plus $25, multiplied by the number of years 
of service, whichever is to the disadvantage of the employee. The 1 percent 
plus $25 formula is favorable to employees whose average basic salary is not 
in excess of $5,000, while the 114 percent formula is used where the average 
salary is in excess of $5,000. In either case, the total annuity of an employee, 
irrespective of his length of service, may not exceed 80 percent of his average 
basic salary. 

S. 2875 raises the computation base for employees generally from 114 percent 
to 2 percent and retains the 1 percent plus $25 formula in favor of the few very 
low-paid employees who might be helped thereby. The ceiling: on annuities 
is reduced from a maximum of 80 percent to 75 percent, in order to establish a 
uniform ceiling throughout the bill. The bill makes no change in the computa- 
tion formula for investigatory employees whose annuities are presently com- 
puted on the basis of 2 percent. It does, however, remove the current restric- 
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tion limiting their creditable service to 30 years and brings them under the 75 
percent Naximum applicable to other employees. 

The present law contains no minimum for a total disability annuity. S. 2875 
provides that the annuity of any employee retired due to total disability after 
meeting the 5-year eligibility requirement be at least (1) 40 percent of his aver- 
age salary, or (2) the amount obtained after increasing his total service by the 
period elapsing between the date of his separation due to the disability and the 
date he attains the age of 70 years, whichever is the lesser. However; it is not 
intended that the provision shall serve to increase the benefits of the annuitant’s 
survivors. Section 9 (b) extends these minimum disability benefits to congres- 
sional employees and section 9 (c) extends theni to Members. 


Nection 9 (b) 


Tie bill makes no changes in the annuity computation formula for congres- 
sional employees, except that the 1144 percent figure applicable to noncongres- 
sional service would be changed to percent in line with the change discussed 
under subsection (a) applicable to employees generally, and the present maxi- 
mum of 80 percent of average salary is changed to 75 percent as in the case of 
annuities generally. 

Section 9 (d) 


Under existing law an employee retiring prior to attainment of age 60 is 
required to take a reduction of one-fourth of 1 percent in his earned annuity 
tor each full month he is under age 60 at the date of his separation. 

S. 2875 would lower the reduction formula to one-twelfth of 1 percent per 
month for each month up to 30, one-eighth of 1 percent for each month in excess 
of 50 and up to 60, one-sixth of 1 percent per month for each month in excess 
of 60 the employee is under the age of 60 at the time of his retirement. 


Nection 9 (ec) 


Under present law if an individual has failed to make deposit (with interest 
covering service when no deductions were withheld, the annuity otherwise due 
is reduced by one-tenth the amount of the required deposit unless he elects to 
eliminate the service from credit. The bill removes the option to eliminate non- 
deductible service. 

Section 9 (f) 


Under existing law an employee retiring on an immediate annuity with at 
least 15 years of service may elect a joint and survivorship annuity in favor of 
the surviving wife or husband. The bill changes the service prerequisite to a 
joint and survivorship election by an employee from 15 years to 5. 

At the present time only un employee retiring on immediate annuity can elect 
a joint and survivorship annuity. The bill extends this right to employees re- 
ceiving deferred annuities. It was felt that since employees entitled to deferred 
annuities contributed to the retirement fund at the same rate as other annuitants, 
and since they receive annuities computed in precisely the same manner as other 
annuitants, they should be entitled to provide the same protection to their sur- 
Vivors as other annuitants. 

Under present law when an annuitant makes a joint and survivorship election 
he is required to take a reduction of 5 percent on the first $1,500 of his annuity 
and 10 percent on all in excess thereof. S. 2875 removes the reduction on the 
first $4,000 of the annuity but leaves the 10 percent penalty on any amount in 
excess thereof. 


Section 9 (9g) 


Under existing law the election of a joint and survivorship annuity by an 
unmarried annuitant carries with it a reduction of 10 percent plus 5 percent 
for each full 5 years the survivor is younger than the retiring employee except 
that the reduction for the 5-year span between 25 and 30 years is 10 percent. The 
bill removes this inequity by making the reduction for a joint and survivorship 
annuity 10 percent plus 5,percent for each full 5 years the survivor is younger 
than the retiring employee with a maximum reduction of 40 percent. 


SECTION 10. SURVIVOR ANNUITIES 
Section 10 (a) (1) 
Under existing law, upon the death of any annuitant who elected the joint and 


survivorship annuity the widow or widower designated at the time of the an- 
nuitant’s retirement is entitled to an annuity equal to one-half of the annuitant’s 
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earned annuity beginnging on the 1st day of the month following the survivor's 
attainment of age 50, or on the 1st day of the month in which the annuitant’s 
death occurs if the survivor is then 50 years of age or over, and is payable until 
the survivor remarries or dies. 

Section 10 (a) (1) provides that when an annuitant dies, the surviving widow 
or widower shall be paid an automatic immediate annuity equal to 50 percent 
of so much of the annuitant’s earned annuity as does not exceed $4,000. 

Also, under existing law, upon the death of any male annuitant who is survived 
by a widow and children, an automatic immedaite annuity is paid to the widow 
regardless of whether or not the annuitant made such an election. This auto 
matic annuity—to widows with dependent children—terminates when the widow 
reaches age 50, remarries or dies, whichever occurs first. If the annuity is 
terminated by virtue of the widow having reached age 50, she receives no further 
benefits unless the annuitant elected a joint and survivorship annuity at the 
time of his retirement. 

Extension of a limited automatic annuity to all surviving widows and widowers 
on an equal basis is not only an economic necessity in most instances, but it is 
justified by the fact that all annuitants contributed a like amount to the retire- 
ment fund. Elimination of the age restriction in regard to surviving widows is 
based on the grounds that the number of surviving widows who are under the 
age of 50 and have no dependent children and who are, therefore, not entitled 
to an immediate annuity under existing law is relatively small and in most such 
eases the deferment of an annuity until the widow reaches age 50 works an 
individual hardship all out of proportion to the small additional cost to the 
retirement fund of providing an immediate annuity. Extension of the same 
benefit to surviving widowers is on the ground that to do otherwise would create 
an inequity. 


Section 10 (a) (2) 


Under present law any employee eligible for an immediate annuity may at the 
time of his or her retirement elect a joint and survivorship annuity under which 
the surviving spouse is entitled to an annuity equal to one-half of the annuitant’s 
earned annuity. In view of the fact that section 10 (a) (1) allows an automatic 
joint and survivorship annuity equal to 50 percent of so much of the annuitant’s 
earned annuity as does not exceed $4,000, the election provided in section 10 (a) 
(2) applies only to that portion of an annuitant’s annuity in excess of $4,000. 
When such an election is made, the annuitant is required to take an reduction of 
10 percent on the amount of his or her annuity as may be in excess of $4,000. 
As in the case of the automatic survivorship annuity provided under section 
10 (a) (1), any elected annuity under section 10 (a) (2) becomes payable 
immediately upon the death of the annuitant without regard to the age of the 
surviving spouse. 


Section 10 (a) (8) 


The bill continues in effect the provision that both the automatic annuity and 
any elected annuity shall terminate upon the survivor’s death or remarriage. 


Section 10 (c) 


Under existing law, an automatic annuity, equal to 50 percent of the employee's 
or Member’s earned annuity, is paid to the widow of an employee, or to the 
widow or widower of a Member, who dies after 5 years of civilian service. 

The bill continues without change the automatic annuity to widows of both 
employees and Members and extends similar benefits to widowers of employees 
but requires that in either the case of an employee or Member the surviving 
widower must be a “dependent widower” to be eligible for such annuity. An- 
nuities to spouses under this provision terminate upon death or remarriage of 
the widow or widower, or upon the widower’s becoming capable of self-support. 


Section 10 (d) 


Automatic annuities are also paid under existing law to surviving dependent 
children upon death of (1) an employee or Member with 5 or more years of 
service, (2) an employee annuitant retired under any provision except a de- 
ferred annuity, or (3) a Member retired for any reason. Except in the case of 
a female Member, no automatic annuity is paid to children of a female employee 
if a widower survives. If both an entitled spouse and child or children survive, 
each child is entitled to an annuity which is (1) 25 percent of the annuitant’s 
regular earned annuity, (2) $900 divided by the number of surviving children, 
or (3) $360, whichever is least. If no entitled spouse survives, the annuity for 
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each child is equal to (1) 50 percent of the annuitant’s earned annuity, (2) 
$1,200 divided by the number of surviving children, or (3) $480, whichever is 
least. A child’s annuity begins on the Ist day of the month after the employee 
or Member (or annuitant) dies and terminates upon the child’s death, marriage, 
or attainment of age 18 (unless the child is incapable of self-support, in which 
event his becoming capable of self-support terminates the benefit). Upon the 
death of the widow or entitled widower, or the termination of annuity to a child, 
the annuities of the remaining child (or children) are recomputed. 

The bill provides, in addition to benefits under existing law, for the payment 
of children’s annuities where there is a surviving widower, provided such widower 
was dependent upon the employee or annuitant for his support. 

S. 2875 raises the ceiling on annuities to surviving children in cases where there 
is a surviving widow or dependent widower from $900 divided by the number of 
such children or $360, whichever is the lesser, to $1,200 divided by the number 
of such children or $480, whichever is the lesser. Where there is not a surviving 
widow or dependent widower, the ceiling on annuities to surviving children is 
raised from $1,200 divided by the number of such children or $480, whichever is 
the lesser, to $1,600 divided by the number of such children or $640, whichever is 
the lesser. 

SECTION 11, LUMP-SUM BENEFITS 
Section 11 (a) 

Under present law, an employee who at the time of separation or transfer to a 
position not subject to the act has less than 5 years of service is entitled only to 
a lump-sum refund of his retirement deductions plus interest if the period cov- 
ered by the refund exceeds 1 year. If such employee has 5 but less than 20 
years of service and is not eligible for immediate retirement by reason of being 
at least age 62 and with at least 15 years’ service, he may elect to withdraw his 
deductions with interest or retain entitlement to a deferred annuity payable upon 
reaching age 62. 

As previously pointed out, section 1 (e) redefines the term “lump-sum” to 
eliminate the payment of interest on deposits after December 31, 1956. Also, 
section 6 (d) provides for the payment of an immediate annuity to employees 
involuntarily separated not by removal, for cause who have attained the age 
of 50 and who have 20 years’ service. Accordingly, section 11 (a) merely pro- 
vides for a refund of deposits (without interest) to employees with less than 5 
vears’ service and the right of election as between a refund of deposits (without 
interest) or entitlement to a deferred annuity at age 62 to employees with 5 but 
less than 20 years of service. 

The remaining subsections of section 11 make no change in existing law. 


SECTION 12. ADDITIONAL ANNUITIES 
Section 12 


Section 12 makes no change in existing law. 


SECTION 13. REEMPLOYMENT OF ANNUITIES 
Section 13 (a) 


Present law provides that no annuitant may be reappointed to any Govern- 
ment position after attaining age 60 unless the appointing authority determines 
that he has special qualifications. 

Section 13 (a) provides that annuitants may be reemployed in any position for 
which they may be qualified and serve at the will of the appointing officer. 


Section 13 (b) 


The bill provides that if an annuitant is reemployed in an appointive or elec- 
tive position subject to the Retirement Act, annuity payments shall be discon- 
tinued during such employment and deductions for the retirement fund withheld 
from his salary. It provides further that if the former annuitant performs actual 
full-time service for a period of at least 1 year, his right to future annuities shall 
be redetermined. If the annuitant does not perform actual full-time service for 
at least a year his annuity payments are resumed without change and the de- 
ductions made from his salary for the retirement fund during such period are 
refunded to him. 


Section 18 (c) 


Under present law if a retired Member is reemployed other than as a Mem- 
ber, his annuity is continued in addition to his salary. However, if he resumes 
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service as a Member, his annuity is suspended. Upon subsequent retirement, 
his annuity is resumed in the same amount or, if he contributed to the retire- 
ment fund during the additional service, the additional service is considered 
in recomputing his annuity rights. 

The bill suspends a former Member's annuity during and period of reemploy- 
ment in a position subject to the act. 


SECTION 14. PAYMENT OF BENEFITS 


The bill makes no change in this section which relates to the mechanics of 
paying benefits under the act. 


SECTION 15. EXEMPTION FROM LEGAL PROCESSES 
Section 15 (6b) 
Under present law the Commission in its discretion may waive recovery of any 
overpayment of annuity when the recipient acted in good faith. 
The bill retains the provision and extends the right of the Commission to 
waive recovery from a recipient to lump-sum payments. Recovery of lump sums 
can be just as inequitable as recovery of annuity payments. 


SECTION 16. ADMINISTRATION 


The bill makes no change in the general administrative provisions. 
SECTION 17, SHORT TITLE 


This section provides that the act may be cited as the “Civil Service Retirement 
Act.” 

Section 2 of S. 2875 abolishes the special retirement system for civilian teachers 
at the Naval Academy and covers them under the Civil Service Retirement Act. 

The teachers involved have long sought this change and there is no apparent 
good reason why it should not be made. 

Section 3 of S. 2875 carries out the purpose of S. 59, passed by the Senate 
July 19, 1955, and now pending before the House Post Office and Civil Service 
Committee. 

The effect of section 3 is to make effective as of April 1, 1948, certain benefits 
effective September 30, 1949. The Civil Service Retirement Act, as amended 
effective April 1, 1948, authorizes a husband, at the time of his retirement. to 
elect a survivorship annuity payable to his widow equal to 50 percent of the 
annuity otherwise payable to him. To obtain the benefit of this provision, the 
husband was required to take a reduction of 10 percent in the annuity payable 
to him. The act of September 30, 1949, reduced the reduction on the first $1,500 
of the husband’s annuity from 10 to 5 percent for those who retired after such 
date. Accordingly, husbands who retired between April 1, 1948, and September 
30, 1949, and who elected a survivorship annuity for their widows, suffered a 
reduction of $150 on the first $1,500 of their annuities, whereas, husbands who 
retired subsequent to September 30, 1949, had to take a reduction of only $75 
on the first $1,500 of their annuities to obtain the same benefit. Section 3 would 
correct this inequity in the future but not retroactively by requiring the same 
reduction in the annuity of male employees who retired during the period from 
April 1, 1948, to September 30, 1949, and who elected survivship benefits as are 
made in the case of male employees who retired subsequent to September 30, 
1949, and who similarly elected survivorship benefits. 

Section 4 of S. 2875 provides that the rights of persons separated prior to 
the effective date of this act shall continue in the same manner and to the same 
extent as if the act had not been enacted. 

Section 5 of S. 2875 establishes January 1, 1857, as the effective date of the act. 


Mr. Brawtey. Mr. Chairman, for the record I would like to read a 
telegram sent to people who wished to be heard at the hearing this 
morning. 


First, one to Hon. Phillip Young, Chairman of the Civil Service 
Commission : 


You are cordially invited to testify on S. 2875, a bill to revise the Civil Service 
Retirement Act at public hearings starting at 10 a. m., February 1, 2, and 3 in 
room 135, Senate Office Building. Please advise committee staff, code 190, exten- 
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sion 883, if you wish to testify or have testimony presented in your behalf. Pur- 
suant to rule 6 of the committee, 25 copies of proposed testimony should be filed 
with the committee not later than January 30. 

Senator Scorr. Mr. Philip Young of the Civil Service Commission. 
You just go ahead, Mr. Young. 


STATEMENT OF HON. PHILIP YOUNG, CHAIRMAN, UNITED STATES 
CIVIL SERVICE COMMISSION 


Mr. Youne. Thank you, Mr. Chairman. I have a prepared state- 
ment which I would like to read. 

Mr. Chairman, I am glad to have this opportunity of explaining to 
you the administration's carefully considered views with regard to 
retirement legislation affecting Federal employees. 

The enactment of S. 2875 would not be in accord with the program 
of the President. This position is taken because, first, the increase of 
more than one-half billion dollars in retirement costs which would 
result from the liberalization of benefits proposed by S. 2875, and— 

Senator Lancer. Wait a minute, Mr. Young. I have in my office 
the platform of the Republican Party where it said they were going to 
increase these retirements. Do you mean to say that the Pr esident is 
against it now ¢ 

Mr. Youne. It said that an increase of one-half billion dollars in 
retirement costs which would result from the liberalization of the 
benefits in S. 2875 is not in accord with the President’s program. 

Senator Lancer. Well, how much would it be? Would $75 mil- 
lion be 

Mr. Youne. No; I cannot give you a figure on that. I think that is 

» problem of the Bureau of the Budget, Senator, rather than for 
the ( ‘ivil Service. 

Senator Laneer. The Republican platform says you were going 
to increase retirement benefits. 

Mr. Youne. As we look at these various bills on retirement, I think, 
Senator, including the proposal of the administration, you will find 
an increase in benefits is evidenced. 

Senator Lancer. Pardon me for interrupting. I wanted to get 
your attitude, I wanted to know if you were going to stay with the 
platform or cut it out. 

Mr. Youna. Secondly, the bill would not resolve the problems cur- 
rently arising from lack of coordination between the civil service 
retirement system and the old-age and survivors insurance provisions 
of the Social Security Act. 

In view of this position, Mr. Chairman, I am not including in my 
statement detailed comments and recommendations concerning the 
many and varied provisions of 8. 2875 

‘he Congress, by act of July 16, 1952, Public Law 555, the 82d Con- 
gress, created the Committee on Retirement Policy for Federal Per- 
sonnel and directed that it make a comparative study of all retirement 
systems for Federal personnel and report to the Congress. During the 
past 5 years great time and effort and appropriations in the amount of 
$217,800 have been expended in a comprehensive study of all aspects of 
the subject of retirement benefits for Federal employees. Its report, 
as directed by the Congress, was to include findings and recommenda- 
tions regarding the followi ing: 
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1. The types and amounts of retirement and other related benefits provided to 
Federal personnel, including their role in the compensation system as a whole 

Senator Lancer. Could I get that figure again, how much you spent ¢ 

Mr. YounG. $217,800. This is what the Congress appropriated to 
this Committee which was established, Senator, for the study of retire- 
ment systems. 

Senator Lancer. Thank you. 

Mr. Young. Secondly, the Committee was directed by the Congress 
to include in its findings and recommendations the 
necessity for special benefit provisions for selected employee groups, including 
overseas personnel and employees in hazardous occupations : 

3. The relationships of these retirement systems to one another, to the Federal 
employees’ compensation system, and to such general systems as old-age and 
survivors insurance; and 

The current financial status of the several systems, the most desirable meth 
ods of cost determination and funding, the division of costs between the Govern 
ment and the members of the systetus. and the policies that should be followed in 
meeting the Government's portion of the cost of the various systems, 

President Truman appointed Mr. H. Ehot Kaplan, a recognized 
expert in the field, to serve as Chairman of that Committee. President 
Kisenhower continued Mr. Kaplan in this position. The ex officio 
members of the Committee were the Secretary of the Treasury, the 
Secretary of Defense, the Chairman of the Board of Governors of the 
Federal Reserve System, the Director of the Bureau of the Budget, and 
the Chairman of the Civil Service Commission. 

Between the time of its formal organization in 1952 and the date 
of its termination, June 30, 1954, this committee made a thorough 
study of all retirement systems, civilian and military, affecting Fed- 
eral and District of Columbia personnel. Its report to Congress, 
made in five parts, is printed as Senate Document No. 89 of the 83d 
Congress. 

The committee found, Mr. Chairman, that the major Federal em- 
ployee retirement problem existing today is a lack of coordination 
between the civil service retirement system and the old-age and 
survivors insurance system. 

Senator LAncer. Mr. Chairman, if I may ask a question. 

Of course, this committee could do it themselves, who did they 
employ to make this investigation ? 

Mr. Youna. They had their own independent staff. 

Senator Langer. Who were they / 

Mr. Youne. I cannot give you the names of them now. I would be 
glad to supply it for the record if you would like to have it. It is 
listed in the copy of the report if anyone here has a copy of the re- 
port. 

Senator Lancer. But I want to know who made the investigation. 
Were they friendly to these retired people or unfriendly ? 

Mr. Youne. I think they were impartial. It was a factual, real- 
istic study of the problems involved in the retirement systems. 

Senator Lancer. Were you on the committee? 

Mr. Youn. A member of the overall committee. 

Senator Lancer. Could you tell us whom you employed ? 

Mr. Youna. As I say, Senator, I cannot give you the names now. 

This committee disbanded in June 1954. They are printed in Senate 
Document No. 89 which is the report of the committee, I am sure, and 
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I will be glad to supply them for the record or to you personally if you 
would like to have them. 

Senator Lancer. I wish you would supply them. I want to find 
out who those men and women were who made that investigation. If 
I may have it in the next day or two I would appreciate it. 

Mr. Youne. We can give it to you today, Senator, because I think 
your office probably has a copy of the report. If they do not have a 
copy of that report we will supply it. 

Mr. Brawey. We have a copy of it, Senator. I will send and get it 
now. 

Senator Lancer. I want to find out who did that work. I am sure 
Senator Scott would be interested, too, to know who made that in- 

vestigation, I imagine. 

Pardon my interruptions, Mr. Young. 

Mr. Younes. Certainly. Shall I continue, Mr. Chairman ? 

Senator Scorr. Yes, sir. 

Mr. Youne. The civil-service retirement system is a staff retirement 
plan for about 90 percent of all Federal employees which provides 
annuity benefits in amounts related directly to length of Federal 
service and to salary earned. Asa part of the personnel policy of the 
Government, it fulfills three major objectives: 

First, it serves as an inducement for the best qualified people to 
enter and make a career of Federal service. 

Secondly, it provides a humane method of separating superannuated 
employees by retiring them on annuity. 

Thirdly, it provides career employees with security against want in 
old age. 

The old-age and survivors insurance, on the other hand, provides 
benefits geared primarily to social need. Benefits are not proportional 
to length of service for one employer or to total service. 

May I point out, Mr. Chairman, excuse me, there is a typographical 
error. That word should be “employer,” not “employee” in the third 
line of that paragraph. 

Amounts payable are weighted heavily in favor of low-salaried em- 
ployees. Maximum benefits may be payable after nominal coverage. 

Mr. Chairman, the concept of coordination of civil-service retire- 
ment with social security is In no way inconsistent with the objectives 
of the.staff plan. Social security, with its concept of social need, 
is Ina very true sense complementary to the career retirement system 
and would complete a w ell-rounded program for Federal employees. 

In commenting on the need for coordination between these systems, 


the Kaplan committee had this to say, and I am quoting from the 
report : 


Staff-retirement systems in industry are designed to take into account that 
old-age and survivors’ insurance benefits will be payable: the old-age and 
survivors’ insurance benefit is thus an integral part of their overall benefit 
program. The civil-service retirement system, on the other hand, is designed as 
if members of the system were not affected by the old-age and survivors’ 
insurance program. However, our study indicates that there is considerable 
mobility of employees between the Federal service and private industry, with 
many earning some credits under both the civil-service retirement and old-age 
and survivors’ insurance. Of employees covered by the Civil Service Retirement 
Act at one time or another during the period from 1937 through 1951, more than 
70 percent also had some employment under old-age and survivors’ insurance. 

A degree of worker mobility is, of course, highly desirable. However, because 
Federal employment is excluded from old-age and survivors’ insurance coverage, 
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this shifting of employees between industry and the Federal service inevitably 
results in inequities in benefit payments. Employees who go from private in- 
dustry into the Federal service lose valuable rights acquired under old-age and 
survivors’ insurance. Others may qualify under both the Federal staff retirement 
system and old-age and survivors’ insurance and receive a total benefit which 
may be unwarranted in relation to the period of service and amount of contri- 
butions. Some may fail to qualify under either the staff retirement system or 
old-age and survivors’ insurance. It appears to the committee that these in- 
equities would become more pronounced if old-age and survivors’ insurance bene- 
fits are increased, as proposed, and the exclusion of civil-service employees from 
old-age and survivors’ insurance coverage is continued. 

Excuse me, Mr. Chairman, there is a typographical error in the third 
line from the end of that paragraph—after the word “insurance” the 
term “benefits” should be inserted so that it reads “survivors” insurance 
benefits are increased, * * *” 


If Federal employment were covered by old-age and survivors’ insurance and 
the civil-service retirement system, the retirement system could pay benefits 
which would take into account that social security benefits would also be payable. 
Hence the employee whose work life was divided between Federal service and pri- 
vate industry would receive a total retirement benefit which would bear a reason- 
able relation to his lifetime service. The employee who did not remain in Fed- 
eral service serving long enough to qualify under civil service retirement would 
get at least a social security benefit, and this benefit would include some retire- 
ment credit for his period of Federal service. 

Excuse me again, Mr. Chairman. There is a small typographical 
error in the second line on page 5. It should read “in Federal service.” 

Let us take a look at some of the problems which exist because of 
the lack of coordination. 

That was the end of the quotation, Mr, Chairman. 

Take the case of a young man just beginning his working career. 
Assume that he has a wife and two small children. If he works in 
private industry or is self-employed, he is covered by social security, 
and if he dies after working as little as a year and a half, the Gov- 
ernment-sponsored program of old-age and survivors insurance 
provides his widow and children with valuable survivor benefits. 

Senator Lancer. Would you read that again, sir? They were talk- 
ing here and I did not get that. 

a Youne. Take the case of a young man just beginning his 
working career. Let us assume that he has a wife and two small 
children. If he works in private industry or is self-employed, he is 
covered by social security, and if he dies after working as little as a 
year and a half, the Government-sponsored program of old-age and 
survivors insurance provides his widow and children with valuable 
survivor benefits. 

If, however, instead of working in private industry, he decides to 
make Federal employment a career, and dies with less than 5 years 
of service, his survivors are left without any continuing benefits. If 
he dies after 5 or more years of service, survivor annuities are payable, 
but since the present civil-service retirement system properly relates 
the amount of such benefits to length of service, the amount is consider- 
ably less than a comparable social-security benefit unless he has 
worked for many years. 

This disparity, Mr. Chairman, in benefits cannot be properly cor- 
rected by shortening the service required to qualify for survivor 
benefits under the civil-service retirement system, nor by liberalizin 
the formula for computing the amount payable. A formula whic 
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would produce an adequate benefit after short service would result in 
excessive benefits after longer periods of employment. This would 
be true in any staff retirement plan which relates the amount of the 
benefit to length of service. 

The best available answer to this young man’s problem lies in 
extending to him as a career employee of the Government the same 
hasic protection which is now enjoyed by approximately 65 million 
workers already covered by the old-age and survivors insurance pro- 
gram. The protection provided by social security is geared primarily 
to social need rather than to length of service. 

Suppose, instead of working continuously for one employer, our 
young man changes his employment frequently. If all his service is 
covered by social security he will retain a continuity of basic protec- 
tion, and reasonable benefits will be payable upon death or retirement. 

Senator Scorr. May I interrupt you just a minute? 

Mr. Youne. Certainly, sir. 

Senator Scorr. I have got to be in another meeting that I promised 
to be in. Senator Neuberger is on his way to take over, but in the 
meantime, I will ask my good friend and Senator, Senator Langer, 
if he will take the chair. 

Senator Lancer. I will be delighted and you could not get a 
better man. 

Proceed. 

Mr. Youne. Suppose, instead of working continuously for one 
employer our young man changes his employment frequently. If all 
his service is covered by social security he will retain a continuity of 
basic protection, and reasonable benefits will be payable upon death 
or retirement. If, however, part of his employment is under the Civil 
Service Retirement Act, one of several situations may result. 

He may miss the boat and so have no protection under either system ; 
he may qualify for inadequate benefits under one or the other; or he 
may by accident or design qualify for the maximum benefit intended 
by one system and in addition a similar full benefit intended by the 
other. 

Suppose, for example, our young man works in private employment 
for a year and a half, at the end of which he has acquired social- 
security survivor protection. He then enters Federal employment, 
and dies 4 years later. He has then lost his social-security survivor 
protection, but has not yet qualified for civil-service retirement sur- 
vivor benefits. Thus, no continuing benefits are payable by either 
system. 

Again, assume 5 years of employment covered by social security, 
and then 10 years under civil-service retirement, all at a salary of 
$4,200 a year. If all service had been covered by social security, after 
death the widow and 2 children would have received $2,400 a year 
in social-security benefits. However, since the last 10 years were 
under civil-service retirement, social-security survivor benefits are not 
payable. Civil-service retirement will pay only $670 a year to the 
widow and children. 

Mr. Chairman, to illustrate the third situation, assume a single 
employee retires under civil-service retirement in 1955 at the age of 
60 with 35 years of service and an average salary of $4,200. His civil- 
service retirement annuity is $2,345 a year. By working at $4,200 a 
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year in a job covered by social security for the next 5 years he can, 
at age 65, receive in addition to his annuity, a social-security old-age 
benefit of $1,302 a year. 

None of these situations is desirable. None of them can be cor 
rected by merely liberalizing civil-service retirement benefits. The 
administration shares fully the firm conviction of the Committee on 
Retirement Policy for Federal Personnel that only through coordina- 
tion can existing problems be solved. Under a coordinated program 
the social needs of employees and their families can best be met 
through coverage under social security. 

Senator Lancer. Mr. Young, if I may interrupt, you ran up a bill 
providing for this coordination ¢ 

Mr. Youne. A bill has been been introduced by Senator Carlson and 
I believe is before this committee. 

Senator Lancer. What is the number, Mr. Brawley / 

Mr. Brawtey. S. 3041. 

Mr. Young. The need for a sound retirement plan for career em- 
ployees can be met only through continued independent operation of 
a strong civil-service retirement system. 

These objectives, and this is in response to your question, Senator, 
are embodied in a bill, S. 3041, introduced by Senator Carlson on 
January 25, 1956, which is now pending before the Senate Post Office 
and Civil Service Committee. 

Senator Lancer. Excuse me, I just want to introduce my distin- 
guished friend here, Senator Case from the State of New Jersey. 

Senator Casr. Thank you, Mr. Chairman. 

Senator Lancer. Senator Case is a former head of the Ford Founda- 
tion, is used to dealing in building, and used to dealing in hundreds. 
I want you to know who he is. 

Senator Casr. I am sorry to be late, a prior engagement, dates fixed 
before this meeting with the farmers of my State kept me and I 
know you understand how important farmers are, too. 

Mr. Youne. These objectives are embodied in a bill, S. 3041, intro- 
duced by Senator Carlson on January 25, 1956, which is now pending 
before the Senate Post Office and Civil Service Committee. This bill 
would carry out the recommendations made by the Kaplan Committee 
to the Congress after 2 years of most intensive study. The recom- 
mendations were a response to the specific congressional directive that 
the committee submit its findings and recommendations on, and I 
quote : 

The relationships of these retirement systems to one another, to the Federal 
employees’ compensation system, and to such general systems as old-age and 
survivors’ insurance. 

S. 3041 proposes that social security coverage be extended to em- 
ployees now subject to the Civil Service Retirement Act. A new ap- 
pointee would have social security coverage from his first day of 
employment, and after 3 years of continuous service he would also be 
covered by the civil-service retirement. 

An employee subject to both would pay into civil-service retirement 
at the rate of 314 percent of his first $4,200 of salary, and at the rate 
of 6 percent on salary over $4,200. He would also pay the social- 
security tax, which is now 2 percent of the first $4,200 of salary, and 
under present law will be increased to 2% percent after 1959, to 
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3 percent after 1964, to 314 percent after 1969, and to 4 percent after 
1974. This would make a combined civil-service retirement-social- 
security deduction on the employee’s first $4,200 of salary of 51% 
percent through 1959, then 6 percent through 1964, then 614 percent 
through 1969, then 7 percent through 1974, and finally 74% percent 
after 1974. The Government would pay the social-security employer 
tax at the same rates. 

Since each Federal employee would be covered by social security, he 
would qualify for all the old age and survivor protection afforded by 
that system. This protection would be continuous even though he 
moves between. Government and private employment. 

The bill S. 3041 would not change any of the age and service re- 
quirements of the civil-service retirement system for the retirement of 
u career employee, nor would it change the annuity payable before 
he reaches age 65. At age 65, when he could also qualify for a social- 
security old age benefit, his civil-service retirement annuity would be 
reduced, but the combined retirement and old age benefits would, on 
the average, be about 8 percent higher than present civil-service retire- 
ment annuity alone. 

Senator Lancer. I take it, Mr. Young, if I may interrupt, you note 
a distinction between men and women ? 

Mr. Youne. That is correct. 

Senator Lancer. Under Senator Carlson’s bill? 

Mr. Youna. That is correct. The bill contains a guaranty that the 
combined civil-service retirement annuity and social-security old-age 
benefit, for a current employee, cannot be less than civil-service retire- 
ment alone would pay under present law. 

S. 3041 further provides that a person with at least 10 years of 
civilian service retiring for disability would receive, as a minimum 
annuity, the lesser of 40 percent of his average salary or the annuity he 
would have earned if his service had continued to age 60. 

The bill, S. 3041, would retain civil-service retirement survivor 
benefits for widows where death occurs after at least 10 years of 
civilian service, and would add similar benefits for disabled depend- 
ent widowers. This would be in addition to survivor benefits payable 
by social security. 

The civil-service retirement annuity of a survivor would be reduced 
at age 65, but the combined civil-service retirement and social-security 
benefits payable thereafter would exceed those now paid by civil- 
service retirement alone. 

Senator Lancer. Mr. Young, as I understand it, you are not in 
favor of reducing the women to age 62, the age now is 65 ? 

Mr. Irons. The age is 65 under the Social Security Act. Under the 
Civil Service Retirement Act today and under the Chairman’s pro- 
posal today, women could retire at age 55 with 30 years of service, or 
60 years of age—— 

Senator Lancer. You are not in favor of women being retired at 
age 62, then. 

Mr. Irons. We do not make any distinction. 

Mr. Youna. None at all. 

Senator Lancer. Do you not think that women ought to retire at 
age 62 rather than 65? 

Mr. Irons. She can if she wants to. 








CIVIL SERVICE RETIREMENT 29 


Mr. Brawtery. She can retire at the lower age under this bill, 
Senator. 

Senator Lancer. And social security we try and reduce the age 
to 62. I wanted to know if Mr. Young is in favor of that. . 

Mr. Youne. I think that the provisions such as we have in the 
civil service retirement proposal are sound. They make no distine- 
tion; they can retire from 55 on, on some basis with the proper years 
of service. 

Senator Lancer. So, in other words, you would not favor a bill of 
62 for women ? 

Mr. Youne. I would not see any reason to make that distinction 
between men and women. 

Senator Lancer. I just wanted to know. 

Mr. Youne. As long as you have adequate provision for them 
being able to retire if they wanted to. 

Senator Lancer. I just wanted to get your opinion. 

Mr. Youne. The children’s survivor annuities now payable by civil 
service retirement would be eliminated because greater children’s bene- 
fits would be payable by social security. 

Enactment of S. 3041, instead of S. 2875, would provide Federal 
employees with the basic protections offered by sictel security, while 
retaining in the independently operated civil service retirement system 
the rewards for long service inherent in the staff retirement plan. 

The Commission has already submitted to you a table of compara- 
tive costs of the present law, S. 2875, and S. 3041. This table shows 
that S. 2875 would increase the total annual cost of retirement by 
$521 million. Its enactment would saddle the Government with this 
additional cost but would not begin to solve the problems resulting 
from lack of coordination. 

S. 3041, on the other hand, would resolve the issues in a most fair 
manner. The annual retirement cost would be immediately reduced 
by $56 million a year. Even after all scheduled social-security tax 
increases are in effect after 1974, the ultimate annual cost is $267 
million less than the cost of S. 2875. 

I urge upon your committee and the Congress the view that the 
whole problem be considered with the idea of resolving the issues 
in a manner most fair to the employees and without unwarranted 
burden upon the taxpayers. I strongly recommend that these objec- 
tives can best be attained by enactment of 8S. 3041. 

Attached to this statement, Mr. Chairman, are three tables. 

First, a table and a graph showing comparative costs of the present 
law, of S. 2875, and of S. 3041. 

Secondly, four tables comparing employee annuity and survivor 
benefits under the present law, S. 2875, and S. 3041. 

And thirdly, a columnar comparison of the major features of the 
present law, S. 2875, and S. 3041. 

May I again express my appreciation for this opportunity to testify, 
Mr. Chairman, on retirement legislation pending before this commit- 
tee. Commissioner Lawton is here with me. Commissioner Moore 
had intended to be here but he was detained, unfortunately, although 
T expected him to accompany us. 

Commissioner Lawton served as my alternate on the Committee 
during its 2 years of study. 
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I also have with me, Mr. John Macy, the Executive Director of the 
Civil Service Commission, Mr. Warren B. Lrons who is the head of 
our Bureau of Departmental Operations, and Mr. Andrew Ruddock 
who is the Chief of the Retirement Division. 

Those gentlemen are fully qualified, Mr. Chairman, to, I think, 
reply on the technical questions which are involved in this very com- 
plicated area. 

Senator Lancer. Mr. Young, I want to express appreciation of the 
committee for your cooperation, for coming here today, and for their 
kindness in testifying so fully and for your willingness to answer 
questions. 

Have vou any questions, Senator Case? 

Senator Case. No, I do not, at the moment. 

Senator Lancer. Have you, Mr. Brawley ? 

Mr. Brawtey. Yes, sir; I have quite a few questions. 

The first question I would like to ask of Commissioner Lawton. Do 
you concur, sir, in the statements in detail made by the chairman this 
morning ? 

Mr. Lawton. The statements as to the advantages of various bills 
I can concur with. The question of what is the administration’s 
policy as to the amount of money that could or could not be made avail- 
able, I obviously cannot comment on. 

I have not the responsibility for fiscal policy. 

The question of whether, if you can afford it or not is something that 
I cannot judge myself. 

The benefits that were cited in this statement, the various points that 
were raised, I thoroughly concur in. 

Mr. Kertin. However, it should be noted for the record that all of 
the comparisons by Mr. Young are with the present Retirement Act. 
A different light would be thrown on the matter had the comparisons 
been made with S. 2875. 

Mr. Lawron. I think that the problem that is before you is the ques- 
tion of whether you will attempt, through a staff retirement plan, to 
accomplish a pension for the worker who has spent a career in the 
service and at the same time provide a social need for the survivor 
benefits for the short-range, short-term employee. I think that, as the 
Kaplan Committee pointed out, that the two are dissimilar, that there 
is a basic system, and that it takes care of social need that is weighted 
heavily in favor of the low-paid, short-term employee’s need for pro- 
tection, and that the combination of the two systems provides better 
benefits than are currently available. 

Mr. Brawtey. Mr. Young, in your opinion, why was the Federal 
retirement system enacted? What was the basic principle? What 
was it supposed to do? 

Mr. Youne. Well, I think I covered that in my statement where 
I cited the three objectives on page 3 in which I pointed out that it 
served as an inducement on recruiting, that it provided a method 
for separating elderly employees by retiring them on an annuity. 

Mr. Brawtey. In other words, it was to provide retirement for 
career employees; is that right? 

Mr. Younes. It is a staff retirement type of plan for career 
employees. 

Mr. Brawtey. What does your plan, embodied in S. 3041, do for the 
-areer employee? 
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Mr. Younc. Well, it provides for this coordination with social 
security so that a Federal employee can get both benefits and it gives 
them a flexibility so that if he does move from industry to Govern- 
ment or back again as, of course, a great many people do, that he 
does not lose anything by it. 

Mr. Brawtey. I am mainly directing my remarks now to the 
employee who makes the Government a career. A man who retires 
at the age 60 with 35 years service, what does your bill do for that 
employee ? 

Mr. Younc. What he gets, of course, as shown on these tables back 
here—~ 

Mr. Brawtey. Let us turn to table 1, I think that is the one you are 
probably referring to. Take the first category, a man age 60 with 35 
years service with an average salary of $5,500 a year which we might 
call “Mr, Average Career Employee.” 

Mr. Youne. The average salary today is around something well 
over $4,000—$4,700. 

Mr. Brawtey. All right, let us take the man at $4,500, then. 

Mr. Younea. Well, under the present program, as you can see from 
column 1, he would get $2 450 under S. 2875. 

Mr. Braw ey. Let us discuss the married ‘employee who gets $2,280 
under the present law ? 

Mr. Youna. Yes, at this same price bracket. 

Mr. Brawtey. What will he get at age 69 under your bill after 
35 years service ? 

Mr. Youna. He will get $2 280 before age 65. 

Mr. Brawtey. Before age 65. In other words, at age 60 with 35 
years service his retirement is not increased a nickel, he gets the 
same retirement under your plan as he now gets under present law 
for the first 5 years of his retirement. 

Then, at age 65, what does he get ? 

Mr. Younac. He will get, after age 65, $3,298. 

Mr. Brawtey. That is a total combined annuity from both civil 
service and social security ? 

Mr. Youna. That is correct. 

Mr. Brawtey. What happens to his social-security retirement at 
age 65% It is decreased 

Mr. Youna. Well, civil-service retirement is reduced and it picks 
up social security. 

Mr. Brawtey. Reduced to $1,490. He then gets an additional 
$1,806 from social security ? 

Mr. Youne. That is correct. 

Mr. Brawtry. Its pretty hard for a married couple to exist on 

2,280 per year and most of them are engaged in outside employment. 
Suppose at age 65 this same man is earning $1,300 in outside employ- 
ment, what happens to his annuity at that point. 

Mr. Youne. May I ask Mr. Irons to reply to that? 

Mr. Irons. I will ask Mr. Ruddock to answer that question. 

Mr. Ruppock. At age 65 his civil-service retirement annuity would 
be reduced to $1,492 because his quarters of coverage under social se- 
curity as a Federal employee would have basically qualified him for 
the social-security old-age benefit. 

Mr. Brawtey. Right. 
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Mr. Ruppockx. Now, under the circumstances you cite he would not 
be able to receive the social-security benefit because he has earnings, 
an example you gave of $1,800—— 

Mr. Brawtey. In excess of $1,300 a year? 

Mr. Ruppock. That is right. 

Mr. Braw ey. So, in effect, he is getting a reduction of $800 a year 
in his retirement that he has paid for—— 

Mr. Ruppock. His annuity would be reduced by approximately 
$800; yes, sir. 

Mr. Brawtey. I see. 

Is that desirable under this system? Is that a desirable plan, Mr. 
Young? 

Mr. Youna. I think the coordination feature is most desirable. 

Mr. Brawtey. Here is a man who has worked for the Government 
35 years. At age 60 he retires on $2,200 a year. He has a wife and 
family and he finds he cannot live on it, so he drives a taxicab and 
earns $1,300 a year. At age 65 he loses $800 of the money that he 
has paid for and has been receiving for 5 years? 

Mr. Ruppocg. Yes. 

Mr. Brawtey. Am I correct in that statement? 

Mr. Youna. Yes. I think that was just borne out by Mr. Ruddock’s 
testimony. 

Mr. Lawton. At a lower contribution rate. 

Mr. Brawtey. At a lower contribution rate? 

Mr. Lawton. Yes. 

Mr. Brawtey. Let us get into the contribution rate. You say 

Mr. Lawton. Three and a half on the first $4,200. 

Mr. Brawtry. You say from the charts that you are increasing the 
benefits to Federal employees over present law, yet, at the same time, 
you say you are reducing the cost. 

Now, how can that be? 

Mr. Younc. Well, as seen on this chart here, of the comparative 
costs, I think it probably presents it fairly simply. Of course, you 
reduce the cost under the retirement because of the amount taken 
on by the social security. 

Mr. Brawiry. What does this chart represent? Does this chart 
represent—and I am speaking of your dotted line for S. 3041—does 
that merely represent the money to be paid out of the civil-service 
retirement fund ? 

Mr. Youne. That represents the annual cost of the program. 

Mr. Brawtry. How can you increase benefits and decrease costs? 

Mr. Youne. Well, it goes up as you can see on a step basis and 
what you have, of course, is the low cost of social security because of 
its tremendous coverage. 

Mr. Brawtry. Well, are you not transferring on January 1, 1957, 
the liability of survivorship benefits for employees with low periods 
of service immediately to the social-security fund ? 

Mr. Youne. I do not understand what you mean by that. 

Mr. Braw ey. Say, for instance, you have a man with 4 years serv- 
ice, this bill is enacted effective January 1, 1957. On January 3, the 
man dies. Where is his wife’s annuity coming from? 

Mr. Youna. He would be covered under social security. 

Mr. Brawtry. And that money would be paid out of social-security 
funds? 
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Mr. Youna. And I assume he has had enough years to be covered 
by social-security retirement. 

Mr. Braw ey. Four and a half years. 

Mr. Youne. Did you say 414 years ¢ 

Mr. Brawtey. Under 5. 

Mr. Youne. Under 5 years. 

Mr. Braw.ey. Then his complete liability, the wife’s annuity will 
then be paid from social-security money ? 

Mr. Youna. Yes; it would be a social-security benefit. 

Mr. Braw ey. Is that money counted in this dotted line? 

Mr. Younea. That represents the total, does it not, the total annual 
cost ¢ 

Mr. Braw.ey. The total annual cost. Is it the combined cost from 
the social-security fund and the civil-service retirement fund or is 
it only the retirement cost ? 

Mr. Youna. No; this is the retirement cost, not total retirement and 
social security. 

Mr. Irons. I wonder if I could interrupt here. On this S. 3041 
dotted line, that represents the annual combined premium cost of 
social security and civil-service retirement. For both the employer 
and the employee. 

Mr. Braw.ey. Mr. Irons, how does that explain how you can reduce 
the benefits and increase the cost? A hundred dollars worth of retire- 
ment is coming from somewhere. 

Mr. Irons. I would quite agree that is quite a trick if you ean do it. 

Mr. Brawiey. Mr. Summerfield should be here this morning. Um 
sure he could use your system to reduce his deficit. 

Mr. Irons. I think if you will look at the chart you will see that 
the cost to the Government for supporting the program of S. 3041 
through the civil-service retirement system, the Social Security Act 
is less than the present cost only for the period 1957 to 1960. At 1960 
it rises slightly above the present cost and gradually goes up to where 
it is considerably higher. 

Mr. Braw.ey. Well, what happens in 1960? 

Mr. Irons. You do not have any lessening of cost in the final analy- 
sis. You cannot pay out more money and have it cost less. You 
may do it temporarily. 

Mr. Brawirey. What happens in 1960 to increase the cost ? 

Mr. Irons. The social-security tax rate rises from 2 percent to the 
employer and employee to 214 percent to each and that causes the 
Government to pay more money to the fund to support the system. 

As you have a gradually increasing cost to the employee and to the 
employer in this case—the Federal Government—as the social-security 
tax rate increases the civil-service retirement cost remains constant. 

Senator Case. Mr. Chairman, may I just interject here? I think 
it might be helpful because this record ought to be very complete, if 
at this point you could explain the reason for this in terms of the 
theory on which the Government contribution to the present system 
is made and to the social-security system. 

I think that above all we want to get ont of these hearings light 
and not just heat, and I would think it quite desirable to have a very 
clear public understanding as well as understanding by Members of 
Congress as to what the Government puts in both systems and on 
what: basis the Government’s contribution is made. 
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I think that that perhaps may clarify the problem that has been 
raised by our counsel here and I think everybody ought to know 
exactly what the situation is. 

Mr. Lawton. I think there is essentially a difference between the 
two forms of calculation on the costs. 

The normal cost of the Federal employee retirement system in these 
tables is calculated on a level-premium basis, in effect. The social- 
security basis is on a step rate basis. The contributions from both 
employer and employee rising at 5-year periods starting the next rise 
in 1960, then another in 1965, 1970, and then after 1974 being at a level 
rate from there out. 


At the present, the contribution rate is at 2 percent on the first 
$4,200, 2 percent for the employee and 2 percent for the employer, 
and will rise to 214 percent each in 1960, 3 percent each in 1965, 314 
percent in 1970, 4 percent after 1974. 

If you translate that to a level-premium basis the same as you have 
in the retirement fund calculations here, you would get a level-pre- 
mium rate based on total payroll, of about 6.8 percent. That is the 
combined total of the employer and employee contributions, carrying 
that out into perpetuity. So that what this chart shows is the ascend- 
ing scale of premiums that make up in the future for any current 
deficit in the actual cost. 

Senator Lanaer. Is that very clear to you now, Mr. Case? 

Senator Case. I think that the witness has just described one of 
these two lines and he has explained, as I understand it, that the line 
representing the cost of S. 3641 is based upon calculating the Gov- 
ernment’s cost as an employer at the present tax rates under the social- 
security system. 

Mr. Lawton. For the first 5 years. 

Senator Case. For the first 5 years. 

Mr. Lawton. And then the ascending scale until it stops at 4 per- 
cent each in 1974. 

Senator Casr. That is right. 

Now, the more difficult thing which has not yet been explained for 
the record only—I do not mean there is any question of concealment— 
is the basis upon which the Government’s contribution under the pres- 
ent retirement system and under S. 2875, how is the Government’s con- 
tribution there calculated ? 

Mr. Lawton. At a level-premium rate, assuming that it is the cost 
that would need to be paid each year with no ascent or descent in the 
scale from now on in order to maintain the benefits that S. 2875 pro- 
duces, plus the interest calculation on the present unfunded deficiency. 

Senator Casr. That still is not quite the fundamental answer that I 
would like to get. 

Mr. Lawton. There are two different types. One is on an ascending 
scale which ultimately makes up for any past liabilities which are 
not currently being met. You pay an increasing rate as time goes on 
and the average of that rate over a total period is sufficient to pay for 
the benefits that are provided in 8S. 3041. 

Senator Casr. Well, in order to make the line a level line you have 
to do that. 

Now, does this present level line for the present retirement system 
represent the amount that the Government is currently depositing in 
the retirement system ? 
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Mr. Lawton. No, sir. The Government is not contributing the full 
amount of normal plus interest. 

Senator Case. Well, I wonder if you would just explain what the 
law says about what the Government ought to do and what the Gov- 
ernment has or has failed to do in the last few years so as to get a little 
bit of a picture of exactly where we stand now in regard to the sound- 
ness of the fund. 

Mr. Lawron. The law really says nothing as a positive formula. 
There is no formula in the law as to the Government contribution. 
The contribution is presumably or would be based, and it is a presump- 
tion, on an amount sufficient to provide an adequate retirement fund. 

For 2 years nothing was eel except a minor amount for employees 
who had a temporary increase in benefits. Obviously that is not a 
sufficient justification. The Kaplan report recommended 

Senator Lancer. Are these the last 2 years? What 2 years were 
they! Mr. Case would be interested in that. 

Mr. Lawron. 1954 and 1955. 

Senator Lancer. Nothing was paid in 1954 and 1955? 

Mr. Lawron. Except a very minor amount to take care of the tempo- 
rary increase for people already retired. 

Mr. Brawrey. Mr. Case, if I may interject for just 2 moment, I 
would like to read for you and for the record a letter from the Board of 
Actuaries, Civil Service Retirement and Disability Fund, addressed to 
the Civil Service Commission, dated November 14, 1955. 


GENTLEMEN: The Board of Actuaries, appointed under section 16 of the act of 
May 22, 1920 for the retirement of employees in the civil service of the United 
States has the honor to submit herewith its 35th annual report on the operation of 
the fund. 

In accordance with the practice of the Board in the past, the report gives a 
statement of the appropriation payable by the Government under the Retirement 
Act as amended on the basis of the estimated membership of the fund as of June 
30, 1954. 

The Board of Actuaries has always recommended that when an employee enters 
the membership of the retirement fund both he and the Government should con- 
tribute a level percentage of bis salary each year so that the cost of providing the 
annuity accruing on the act of each year’s service will be met. 

President Coolidge adopted the recommendations of the Board and the neces- 
sary governmental appropriations to comply with this policy were made during 
his administration. The various administrations since his time have considered 
this policy to be sound despite the fact that in certain years the full amount was 
not paid but now the policy has been discarded, not only is the Government not 
making the appropriations needed but it is actually using the money appropriated 
in the past and the interest thereon to finance the present annuity roll without 
holding the contributions for the purpose for which they were made. The amount 
to meet the accruing liability for annuity credits being earned by active members 
is being left out of the budget supposedly on the theory that future budget makers 
will be able to include it, plus interest, and that in the future Congress will have 
to appropriate it if the promised annuities to retired employees are to be made. 

Does Congress consider this a sound fiscal policy? The Board of Actuaries 
believes that the situation is too serious to be overlooked by either the members 
of the fund or by the Members of Congress. Members of the fund are having 
to make their contributions currently and pay income taxes on them. The Gov- 
ernment is discontinuing its contributions and showing a smaller budget for the 
cost of personnel, but the real cost is not being reduced. The Board believes that 
the Congress should review the change in policy which it appears to have adopted 
in connection with the budget and consider its probable effect on taxpayers and 
employees. 


Signed George Buck, R. R. Ray, and John B. Jones, members of the 
Board of Actuaries. 
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To supplement that, for approximately 20 or some 23 or 24 years, 
the funds in the retirement system were invested in Treasury bonds 
and receiving 4 percent interest. In addition to the lack of appro- 
priations, in 1953, 1954, and 1955 the interest rate on those bonds was 
cut from 4 to 3 percent, which has very seriously increased the deficit 
of the retirement system. 

Senator Case. It is my understanding, if I may, to get the answer 
to this question. Contributions have not been made as a matter of 
course over the years at this recommended level rate. This is not 
something that has happened just in the last couple of years, but has 
been true over many years; is that correct ? 

Mr. Lawron. The rates have varied. There have been times when 
the amount was equivalent to the normal plus interest, once or twice 
there was an amortization feature in the picture, but the average rate 
over all that period of time, including the first several years when no 
contributions at all were made, the rate has been considerably below 
the Government’s share, and hence part of your unfunded deficiencies 
were made up of the failure of the Government to contribute in the 

ast. 
. Senator Casr. Which is a condition that is obtained generally over 
the whole period that the fund has been in existence ? 

Mr. Brawtey. The totals, Senator Case, are employee contributions 
since 1921 : $4,989 million; the Government’s appropriations have been 
$3,396 million. Up until 1953 it approached a level proposition except 
for a few years during the war—in fact, during 1936 through 1942 
the Government’s contribution was somewhat higher than the em- 
ployee’s contribution and it amounted to $325 million in 1953, but 
dropped to zero in 1954 and 1955. 

Senator Case. Mr. Chairman, I wonder if it would be appropriate 
to ask if the information might be obtained for the record as to say 
the last 20 years, the recommended contribution, the amount actually 
made, and the calculated current deficit ? 

Mr. Lawron. Certainly. 

Mr. Brawtey. I have it right here, sir. 

Senator Case. Let that be put in the record. 

Senator Lancer. That will be put in the record at this point. 

(The above-mentioned document is as follows (p. 42 of the Report 
on Audit Findings Relating to Civil Service Retirement and Disability 
Fund, United States Civil Service Commission, for Fiscal Years 
1954-55 by the Comptroller General of the United States) :) 
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Senator Caspr. In summary this is true, is it not, that the fund 
actually is not now actuarially sound on the basis of a current opera- 
tion, a level premium operation ? 

Mr. Lawron. There is currently an unfunded deficiency of $13,400 
million as of July 1, 1955. 

Senator Case. Now, could you comment in the same vein on the 
degree to which the social security s¥stem is actuarially sound? 

Mr. Lawron. I do not have those figures, the social security people 
are here; they could probably supply that. 

Senator Lancer. Let us go back to your other question, Senator 
Case. Will you read the question Mr. Case asked ? 

Senator Case. I think that has been answered in part. 

Senator Lancer. Would you explain it to me? 

Senator Casr. I was trying to get for the record and for the educa- 
tion of ourselves and for the public, generally, an idea as to whether 
we had presently a sound retirement system, the basis on which it is 
xept sound or the degree to which its soundness is doubtful, and to 
compare that with the social security system and the degree to which 
people relying on that may consider that it is actuarially sound also, 
because, it seems to me, obvious as everyone can see, that you cannot 
pay more out when you are receiving less or making a smaller con- 
tribution and that the difference must be ultimately the degree to 
which one or the other operation is not conducted on a sound basis 
from an actuarial point of view. 

Senator Lancer. Warren Irons can explain it. I wonder if we can 
get Warren Irons to give his viewpoint on this? 

Senator Casr. I am not saying that I believe it is necessarily de- 
sirable, although I think maybe it is, that we should have a fund in 
existence at all times able to meet careful calculated ultimate obliga- 
tions. Perhaps we ought to be on a current basis, but we ought to 
know in either event to know what we are doing, making the decision 
of policy rather than having it made for us anywhere else or by our- 
selves making it without knowing what we are doing. 

Mr. Youne. May I just make a comment, Mr. Chairman? 

Senator Lancer. Certainly. 

Mr. Youne. Of course, during the 2 years in which there were no 
appropriations made to the fund are the 2 years which this special 
committee was studying this problem. That was discussed a great deal 
with the appropriations committees here at the Capitol, and it was 
determined that everyone wanted to find out what these recommenda- 
tions were going to be and how the financing of it should be dealt 
with. 

Then, in fiscal 1956, Congress did appropriate an amount to the 
fund and, of course, the budget this year also includes an appro- 
priation to the fund for fiscal 1957. 

Mr. Brawtey. Mr. Young, on that point, is your bill 3041 your 
answer to financing the fund ? 

Mr. Younc. What our bill states with respect to the financing is 
that the Civil Service Commission is responsible for recommending to 
the President what amount of appropriation should be on a basis of 
normal cost plus interest. 

Mr. Braw.ey. Well, let us take your chart again. Let us go over 
to 1975 where you say that the cost under 3041 will rise to approxi- 
mately $1,640 million. What will be the annual income for that year 
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from employee contributions to the retirement fund’ What will be 
the deficit at that time annually? 

Mr. Youne. It depends on what you appropriate in the meantime 
as to what your unfunded accrued liability will be at that point. 

Mr. Brawtey. Take it on the basis of the liability so far. 

Mr. Youna. I do not know as that is a fair assumption as to what 
you have done in the past. Certainly the record has been fairly spotty, 
I would think, in terms of any long-range established program for 
how much you are going to appropriate or contribute each year. 

Mr. Brawtey. Let us say it is a level contribution, which I doubt 
that it will ever be. Let us say, for instance, it is a level contribution, 
what will then be the deficit ¢ 

Mr. Younc. May Lask Mr. Irons to reply to that ‘ 

Mr. Irons. To answer your question I want to be a little bit more 
specific. 

If you determine the level premium as such is displayed on this chart 
as 15.42 percent of payroll for the present act and if that amount is 
received by appropriations and by employee contributions and the 
Civil Service Retirement Act is neither amended nor liberalized, the 
present unfunder liability would remain unchanged. 

If the Government does not appropriate up to ) this level as set forth 
here, then the unfunded liability will increase. 

Mr. Brawery. Well, it looks to me as if you are trying to pick up 
some extra money from these career employees if their contribution is 
raised to 714 percent and as I pointed out before, an average man at 
$4,500 stands to lose $809 of his retirement after 35 years service be- 
cause he has outside employment. It seems to me you are trying to 
pick up some extra money there. 

Mr. Irons. You hardly pick it up if you reduce the contribution rate 
from 6 to 314 which is part of the same operation. It is all part of 
the picture. 

Senator Lancer. Mr. Kerlin, do you have any comments on this? 

Mr. Keruin. On this chart where you are referring to S. 3041 there 
is an increase in employee contributions every 5 years until 1970. How 
much longer would these increases continue if the chart had not 

stopped at 1970? 

Mr. Lawron. This represents the maximum contribution from 1965 
on under present law. 

Mr. Brawtey. Under present law ? 

Mr. Lawton. Certainly, which is 4 percent for each. 

Mr. Brawtey. But, if Congress decides 10 years from now to raise 
the contribution again on social security this would go up also, the 
employee’s contribution would also go up, would it not ? 

Mr. Lawton. Certainly. 

Mr. Brawtey. In other words, the employee’s contribution from 
here on out will be determined on the basis of what Congress says shall 
be paid into the social security fund ¢ 

Mr. Lawton. The same as the retirement fund. They are both the 
same. I mean, the same effect. If Congress can change the contribu- 
tion rate in either one— 

Mr. Keruryn. Except that the increases on the chart are based on 
paying for social security. Now, to put a relatively small group, in 
with many millions of employees from all possible vocations, any 
Federal employee might wel i} wonder at what point the increases in his 
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contribution might stop. Would they go to 12 or 14 percent or higher. 
Assuming that the social security program might turn out to be more 
costly than currently anticipated. Is that correct ¢ 

Mr. Lawton. Well, if the contribution rate is changed by Congress 
on the social security system and increased above + percent for the 
employer and for the employee, naturally the employee's rate will go 
up by whatever percentage or whatever amount Congress increases it. 

Mr. Brawiey. Without any additional benefits accruing to the 
employee ¢ 

Mr. Lawton. If Congress increased the rate without changing the 
benefits, that is true that has not been the history. Usually the rate 
has only gone up when the benefits have gone up. 

Mr. Young. I have seen no indication for the Congress to disregard 
benefits for the employees. 

Mr. Kernin. Let me try to turn to one of those. 

Today an employee contributes 6 percent and for that he receives a 
guaranty: (1) a refund of his money, or (2) an annuity when he 
reaches a certain age. 

Now, under this proposal his annuity is not going to be increased 
but a portion of that 6 perecent—214 then 3, then 31 6—of the con- 
tribution is going to be diverted to social security: hence, the em- 
ployee who works, 10, 15, years and through no fault of his own should 
be dismissed and asks for the refund, would he get the total 6 percent 
or the 6 percent less the 314 that went elsewhere ? 

Mr. Lawton. He would not get a refund from social security, he 
is Just getting his refund of the amounts he contributed to the civil 
service system. If he contributed at a 314 percent rate for part of 
his salary, he would only get what he put in. 

Mr. Kertrn. Well, today he puts in 6 percent and gets certain bene- 
fits. He gets no more benefits, puts in the same amount but would 
get back 2, 214, 3, 31% less in his refund. 

Mr. L awton. He would put in less and get out less on a refund 
basis, sure. He would get back whatever he put in. 

If that amount is smaller, he—if he puts in less he gets back less, 
just as the $4,000-man get less than the $8,000 man. 

Mr. Keri. He is still going to put in 6 percent? 

Mr. Lawton. Not under civil service retirement fund. He is put- 
ting in total—— 

\ir. Kernin. But for the same purpose. 

Mr. Youne. Certainly, like 65 million other Americans. They do 
not get it back. 

Mr. Keriin. There are two possible penalties. Is that not right, 
Warren ? 

Mr. Irons. Possibly two. 

Mr. Kerwin. Yes. 

Senator LAncEr. Some more questions, Mr. Brawley? 

Mr. Braw ey. No, sir. 

Senator Lancer. Mr. Young, do you believe when the Federal em- 
ployees get a pay increase then automatically the retirement should 
go up in proportion ¢ 

Mr. Youne. Well, I think the general answer to that, Mr. Chair- 
man, is the fact that Congress certainly increased the rates for retired 
employees, when was it, last year ? 

Mr. Irons. Yes. 
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Mr. Youne. Last year, and is very keenly aware of that situation. 
Certainly it is the general policy of this administration to see to it 
insofar as it can, in terms of its resources and its budgetary limita 
tions that all of our personnel legislation is as nearly comparable as 
we can make it with private industry and we would hope in many 
areas, at least, could be an example for what private industry ought 
to do. 

Senator Lanerr. But it has got to be a separate bill, does it not, 
the retirement? Would you oppose an amendment to either one of 
these bills which would say that whenever the pay increases that auto 
matically the retirement should be raised an equal percentage ¢ 

Mr. Young. | am not quite sure what you mean by retirement. Do 
you mean the amounts paid to retired employees on that / 

Senator Lancer. Yes. 

Mr. Youne. Well, I think it is something which ought to be con- 
sidered if your pay increases are based on, let us say, changes in 
cost of living and that kind of element. That was the basis for this 
last action, of course, for retired employees. 

Senator Lancer. You would not oppose an amendment to either 
one of these bills which provided for an automatic increase for those 
who are retired ? 

Mr. Youne. I would like to see how it would be worked out and how 
it would be drafted. But as a general principle, certainly, you have 
to look after your retired employees in terms of changes in the cost 
of living. I do not think there is any question about that. 

Senator Lancer. Any further question, Senator Case? 

Senator Casr. No, but just commenting on that question. That 
does suggest that, perhaps, you regard the retirement system not as 
something that is comparable to an annuity purchased by an indi- 
vidual on his own or even a private pension a Thy but rather something 
to be taken or regarded as a benefit to employees regardless of actuarial 
soundness at any particular time. 

I think this is important for us to grasp because conceivably we 
could have a Federal retirement system that was just the same as an 
individual annuity plan that he paid for himself in which event he 
would put in X number of dollars and have an agreed amount pay- 
able on retirement and benefits and other contingencies which were 
fixed and determined and not changed no matter what happened to 
the cost of living. 

Or, you can have a Government plan which, generally speaking, 
keeps the level of the retired employee income consistent with the 
cost of living throughout the period which he draws that income. 
In that event you cannot, I suppose, have an actuarially sound system 
on a current basis though you may be able to approximate it. ~ 

I am not sure that I can combine the two and have all the benefits 
of a savings plan and a plan for security, if you will, and I do not 
know that maybe we ought to attempt to get the benefits of both, 
if we can. But, I think, again, we ought to know what we are doing 
when we decide to try and do it. - 

Senator LANGER. Do rou think that should be on the basis of what 
they need on the part oF these retired employees ? 


Senator Case. That is a reasonable way to doit. If that is done we 
have to recognize at all times that we are not operating an actuarially 
sound retirement system. 





492 CIVIL SERVICE RETIREMENT 


Senator Lancer. I wonder if the staff would prepare an amend- 
ment along that line for both bills. 

Mr. Brawxey. We will try, sir. 

Mr. Lawton. If you consider retirement as a deferred compensa- 
tion you approach it from that point of view. 

Mr. Braw.tey. Mr. Lawton, would you be in favor of the Johnston 
bill if ways and means were found to finance it? That is bill S. 2875. 

Mr. Lawion. It depends on what the ways and means are. I do 
not know? 

Mr. Brawtey. Would you, Mr. Young? 

Mr. Youn. Well, I think you have to realize that one of the basic 
distinctions between S. 2875 and S. 3041 is = S. 2875 is basically a 
liberalization bill for retirement benefits; S. 3041 is not regarded 
really as its primary objective is not liberalization of benefits, its ob- 
jective is to get it on a sound principle of coordination between civil- 
service retirement and social security. 

Now, it would be my feeling that the provisions of S. 3041 should 
be adopted and this coordination worked out so the foundations are 
firmly established here and then the question of liberalization of bene- 
fits should be taken up in terms of the overall budgetary picture of 
the Government as to what you can do with it. 

Mr. Brawtry. Would the administration then submit to Congress a 
plan to liberalize the new retirement plan? 

Mr. Younse. I say that is a budgetary consideration which would 
have to be taken into account by the President and the Bureau of the 
Budget. Certainly there are all kinds of things which all of us can 
think of which we would like to see eventually in the retirement sys- 
tem and it is always a question of what you can afford in Government 
just the same as there is in your own life. 

Mr. Brawtey. I wish I could run the budget of my household the 

same way you are going to finance your plan. It would be mighty 
nice to defer my bills 30 years. 

Back sometime before you came in, Senator Case, Senator Langer 
asked for a list of the advisers and employees of the Kaplan com- 
mittee. We have that now and we would like to have it inserted in 
the record at the point of this questioning. 

Senator Lancer. I want to have that read. I want you to read out 
their names. I want to know what their businesses are, how many 
of them were connected with retirement funds and what their expe- 
rience has been. I want to know about these gentlemen who were 
on the committee. 

Mr. Brawtey. The report submitted to Congress shows that Kap- 
lan was chairman. 

Senator Lancer. Who is he? What does he do? 

Mr. Brawtry. That, I am not sure. I think he was at one time 
director of the National Civil Service League in New York and 
is now sort of a free-lance adviser. 

Mr. Lawton. He was also pension commissioner in New York 
State, and he is a consultant on retirement pension systems. 

Senator Lancer. Who is the next gentleman ? 

Mr. Brawiry. The next five are the Secretary of the Treasury, 
Georeve Humphrey; Charles Wilson, Secretary of Defense: William 
Martin, Chairman of the Board of Governors of the Federal Re- 
serve System; Rowland Hughes 
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Senator Lancer. Mr. Brawley, I want to know who the staff was, 
figure this thing out. Mr. Wilson and Mr. Humphrey did not devote 
any time to this, they are busy with other things. [| want to know 
the gentlemen and the ladies who figured this thing out. 

Mr. Youne. Could I just comment on the list of names there to 
point out again the fact that this committee was set up by President 
Truman and at that time the list of names was different—the per- 
sons who were members of the committee. 

Senator Lancer. You know what I want. 

Mr. Braw.tey. Mr. C. Victor Johnson is listed as Executive Direc- 
tor. I know nothing about Mr. Johnson, does anyone else ? 

Mr. Irons. Do you know, Fred? I am sure it is Socony Vacuum 
that he was connected with and director of their benefit plans. 

Mr. Younc. Why is it not the thing to do, Mr. Chairman, for us 
to submit a biographical sketch of these people for the record ¢ 

Senator LANGER. | want to get it, | am not interested in Mr. Hum- 
phrey’s background. 

Mr. Younc. I am referring to the staff people. 

Senator Lancer. Or Mr. Wilson. I want to get the names of the 
fellows who did the actual work. 

Senator Case. I wonder if maybe Mr. Kaplan might not tell us that 
himself: if he could not come some time. 

Mr. Youne. Are you asking Mr. Kaplan to appear before this com- 
mittee / 

Senator Lancer. I would like to have him here at the next 
meeting. 

Mr. Brawtey. We have not requested his presence, sir. 

Senator Lancer. I want to know what experience these people had 
who drew up this bill. 

Mr. Brawtey. We will try to get that information from Mr. Kap- 
lan for the next meeting. 

Senator Casr. I think it would be best if he could come and talk 
to us not only about that but his theory and development of the plan 
and other questions. 

Senator Lancer. Could we have him here today? What do you 
have on tomorrow ? 

Mr. Brawtey. The employee associations are scheduled to testify 
on the bill tomorrow. 

Senator Lancer. Could you invite Mr. Kaplan to be here to- 
morrow ? 

Mr. Brawtey. Could we do it on Friday because the appearances 
are not as heavy on Friday as they are tomorrow. 

Senator Lancer. Yes, I would like to have you have him here. We 
would like to meet the gentlemen. 

Mr. Brawtey. We will arrange it for Friday. We have a full 
schedule for tomorrow and we have a light schedule Friday. 

Senator Lancer. Where does he live? 

Mr. Brawtey. In Albany, N. Y. 

Senator Lancer. Let us have him here Friday morning i” it is 
agreeable. Does that suit you? This 11 o'clock is too late, why 
can we not meet at 9 o’clock? 

Mr. Brawtey. Will you be here, sir? 

Senator LANGER. Yes, sir; I will be here at 9 o’clock in the morning. 
Here we meet : 
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Mr. Brawtey. It was 10 o'clock, sir. 

Senator Lancer. It does not give us time enough to go into these 
matters. I do not see Mr. Philip Young very often and I like to 
keep him around for a few hours when I see him, I like to keep him 
around because he is a delightful gentleman. 

Senator Case. I normally would be glad to accomodate myself but 
in view of the 10 o’clock date, I had made other engagements before 
this so I could not get here before 10. 

Senator Lancer. So, make it 10 o’clock Friday, but we meet 
tomorrow morning at 10 o'clock ¢ 

Thank you very much for coming. Mr. Young, and we appreciated 
your presentation. 

Mr. Youne. Thank you, sir, it was a pleasure. 

Mr. Brawiey Mr. Charles I. Schottland, Commissioner of the 
Social Security Administration. 

Senator Lancer. You may proceed, Mr. Schottland. 

Mr. Brawrry. Mr. Schottland is the Commissioner of the Social 
Security Administration. 

Senator Lancer. You may proceed. 


STATEMENT OF CHARLES I. SCHOTTLAND, COMMISSIONER OF 
SOCIAL SECURITY, UNITED STATES DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 


Mr. Scuorruanp. Mr. Chairman and members of the committee, | 
am Charles I. Schottland, Commissioner of Social Security of the 
Department of Health, Education, and Welfare. 

The Department appreciates this opportunity to present its views 
on proposed legislation affecting the retirement and survivor pro- 
tection of civilian employees of the Federal Government. Secretary 
Folsom has asked me to express his regrets at not being able to be 
here to present his views personally. 

The Department of Health, Education, and Welfare believes that 
the importance of the civil-service retirement system to Federal em- 
ployees and to good government cannot be overemphasized. This 
committee is to be congratulated for its part in the development 
of a strong staff retirement system for Federal employees—a system 
that was established in 1920, well in advance of the recognition of the 
necessity for pension plans by many private employers. 

The civil-service retirement system is a significant factor in attract- 
ing able persons to Federal employment, in encouraging competent, 
experienced employees to continue in the Federal civil service, in 
making orderly retirement possible for them and in giving dignity to 
their years of retirement. 

As the employer of more than 32,000 Federal employees covered by 
the civil-service retirement system, this Department is constantly 
aware of the benefits provided by the civil-service retirement system. 

We consider the maintenance and continued improvement of a 
strong, independent civil-service retirement system essential to the 
welfare of Federal employees and to the efficient conduct of the busi- 
ness of Government. 

Under the Social Security Act, the Department of Health, Educa- 
tion, and Welfare is charged with the responsibility and— 








CIVIL SERVICE RETIREMENT 45 


duty of studying and making recommendations as to the most effective methods 
of providing economic security through social insurance * * * and as to legis- 
lation and administrative policy concerning old age pensions * * * and related 
subjects. 


As a result of this continuing study and the congressional con- 
sideration of old-age and survivors insurance over the years, prac- 
tically all areas of gainful employment except employment by the 
United States Government are covered by old-age and survivors 
insurance. 

It seems to me that it is not desirable to have one policy for workers 
and employers in private industry and another for the Government 


and its employees. As the official of one large private employer 
stated : 


It was one of the anomalies of the act that Congress did not treat its own 
employees on a basis comparable with what it expected of other employees. * * * 
Had the Congress given this treatment to its civilian employees, problems of 
transferring between private and Federal employment would have been greatly 
diminished. 


The Congress has said to private employers and their workers: 


You can have any kind of retirement system you desire. But every employee 
must have the basic protection of old-age and survivors insurance. 

Not so in Federal employment. The benefits of our present civil- 
service retirement system, as well as the benefits provided by S. 2875, 
accrue only to that minority of Federal employees who stay in Federal 
service for an extended period, 

Most of us are in agreement, I believe, that benefits under civil- 
service retirement should be liberalized. At the same time, attention 
should be given to providing all Federal employees protection that 
will follow them after they leave the Federal service. This is par- 
ticularly important for the one-half million persons who enter and 
leave Federal service annually. 

In 1947 the Senate Committee on Finance appointed an advisory 
council on social security consisting of persons from management, 
labor, and other interested groups. One of the major recommenda- 
tions of the council was that— 


the Congress should direct the Social Security Administration and the agencies 
administering the various Federal retirement programs to develop a permanent 
plan for extending old-age and survivors’ insurance to all Federal civilian 
ployees * * *. 


This recommendation was wnanimous. 

Mr. Chairman, in our study of the social-security program and in 
our day-to-day administration of this program, we are continually 
impressed with the vital role that independent staff pension and re- 
tirement plans play in providing social security in the broad sense. 
Many employers in private industry of course have, like the Federal 
Government, developed staff retirement plans for their employees. 
These employers strive to set up good private pension plans for ex- 
actly the same reasons that the Federal Government is interested 
in maintaining a strong civil-service retirement system—that is, to 
attract and retain competent employees. Since virtually all jobs 
in private industry are covered by OASI, private employers can 
assure a high level of retirement protection for their career employees 
by building their retirement plans on top of a foundation provided 
by old-age and survivors insurance. 

75735—536——4 
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This effective relationship that has been developed between old-age 
and survivors’ insurance and the private staff retirement plans in in- 
dustry has completely dispelled fears that were expressed when the 
old-age and survivors’ insurance program was established. At that 
time some people claimed that old-age and survivors insurance would 
undermine private pension plans. But experience has proved that 
social security is a great stimulus to the development of staff retire- 
ment plans. 

Old-age and survivors insurance is now recognized as a strong 
base upon which various forms of additional protection can be built. 
The benefits it provides are not high enough to preclude the need for 
supplementation. The moderate level of basic protection under old- 
age and survivors insurance lends itself to the development of supple- 
mentary protection designed to provide a sufficient total of retire- 
ment or survivor income. 

The experience of over 20 years shows a remarkable growth and 
improvement in private pension plans. In 1935 there were about 
1,000 private pension plans covering about 2 million workers. By 
1955 the number of private plans was approaching 20,000 and they 
covered about 13 million workers. 

These 13 million employees, of course, are covered by old-age and 
survivors insurance as well as by private pension plans. They thus 
have continuous retirement and survivor protection from old-age and 
survivors insurance when they, like millions of other American work- 
ers, shift from job to job and from one kind of employment to another. 

In addition, those who make a career or work for a long period 
with one employer get supplementary benefits under the employer’s 
private pension plan. The private pension plus old-age and sur- 
vivors insurance makes possible a high level of benefits for employees 
with one employer in private industry. For example, an employee 
of Johnson & Johnson who has completed 30 years of service and who 
has average earnings of $4,200 a year, or $350 a month, would get 
combined benefits of $216 a month made up of $108 from the private 
pension plan and $108 from the old-age and survivors insurance. 

In similar situations Armstrong Cork provides a total benefit 
amounting to $239 per month—including $108 old-age survivors 
insurance—and Eastman Kodak $243, again including an old-age 
and survivors insurance benefit of $108. 

Like these staff retirement plans in industry, the civil-service re- 
tirement system is intended to provide mainly for career workers. 
This concern for the long-service employee is in keeping with the 
objectives of a staff-retirement plan, but, unlike the arrangement in 
private industry, in Federal employment there is no base of old-age 
and survivors insurance coverage to give continuity of protection 
to the workers who move into and out of Federal employment. This 
poses a major problem when the overall retirement and survivor pro- 
tection of Federal workers is considered. 

A great many Federal employees are people who work in Federal 
service for only a part of their working lifetime. Of all young 
people who enter Federal employment at age 20, almost one-half, 
48 percent, leave in less than 1 year; over two-thirds, 67 percent, leave 
before 5 years have elapsed. 

Of those who enter Federal employment at age 25, 43 percent leave 
in the first year and 61 percent leave before 5 years. At age 30, over 
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one-half, 52 percent, leave before completing 5 years of service. Even 
among those who entered at a later age, the turnover is great. Of 
those who enter at 35, 42 percent leave during the first 5 years; at age 
40, one-fifth, 20 percent, leave during the first year and one-third, 32 
percent, leave before 5 years. 

What happens to the retirement and survivor protection of the 
large number of employees who shift between private industry and 
the Federal service? The protection they get is largely a matter of 
chance. Unlike the situation within private industry where a work- 
er’s old-age and survivors insurance protection follows him from one 
job to another, the worker who goes from private industry into Fed- 
eral employment stops building social-security protection. 

Some of these employees eventually lose their valuable old-age and 
survivors insurance protection and they cannot acquire the equivalent 
in survivor protection under the civil service retirement system until 
they have worked in Federal employment for many years. 

The employee who leaves Government service to go into private in- 

dustry has to start building or rebuilding his protection under old- 
age and survivors insurance. In many cases there will be a period 
when he will not have any survivors protection, and this may be at a 
time when his need for adequate protection for his family may be 
most acute. Whether the worker moves into or out of Federal employ- 
ment his program of personal security can easily be upset. 
_ For some people whose work life is divided between the Federal 
service and private industry, the effects are even more drastic. In- 
stead of suffering only a temporary or partial loss of protection, some 
may fail to qualify for benefits under any system. The worker, or 
perhaps a surviving widow and children, may be left without any 
benefits except a return of the contributions that the worker made to 
the civil service retirement. system. 

Take the case of one of the top employees of our Department. He 
is 30 years of age, married, with 2 children under 3 years of age. He 
was called into Federal service for short-term duty and will soon be 
leaving. Should he die shortly after leaving Federal service, his 
wife and children would be without any protection other than that of 
his own private insurance. If he were in private employment, his 
wife and children would receive, upon his death, $200 per month as 
long as both children were under 18 years of age and slightly lower 
benefits until the second child was 18. 

On the other hand, in the present haphazard arrangement, many of 
the workers who shift between civil-service retirement and old-age and 
survivors insurance get unreasonably large benefits. Some will qual- 
ify for total benefits under the two systems in an amount which obvi- 
ously is not warranted by either their service or contributions. One 
reason for this is that the old-age and survivors insurance benefit 
formula is weighted in favor of workers who have low earnings, some- 
what as the civil service retirement annuity formula is weighted to 
favor employees in the lower pay groups. 

The method of weighting the old-age and survivors insurance bene- 
fit formula, however, makes it possible for persons who have relatively 
high earnings but who work for only part of their working lifetime in 
employment covered by old-age and survivors insurance to have the 
benefit of the weighting in spite of their high earnings; this is so be- 
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cause the old-age and survivors insurance average monthly wage, on 
which the old-age and survivors insurance benefits are based, is arrived 
at by counting years spent outside of old-age and survivors insurance 
as years of zero earnings. Many individuals can obtain dispropor- 
tionately large old-age and survivors insurance benefits through rela- 
tively short periods of covered work and then qualify, in addition, for 
a substantial benefit under a system like civil-service retirement. 

The resulting total benefit amount is likely to be unreasonably large 
in comparison with even the most liberal standards for pension ven 
For example, the civil service retirement annuity provided under S. 
2875 plus the old-age and survivors insurance benefits which some 
workers would also obtain would, in a number of instances, result in 
the payment of combined benefits which would be larger than the 
individual’s pay. 

Federal employment is the only significant remaining area of em- 
ployment that does not afford old-age and survivors insurance protec- 
tion. By the same token it is also the only significant area that con- 
tributes to employment patterns under which some short-term workers 
lose valuable survivor and retirement protection while others reap an 
undue advantage in excessively large benefits. 

The solution of these problems can only come through the extension 
of old-age and survivors insurance coverage to Federal employees. 
If Government employment were covered under old-age and survivors 
insurance, Federal employees would have protection under both social 
security and a strong, independent civil service retirement system. 
This is the only approach which, on the one hand, would avoid the 
inequities and the Scaher than necessary costs that are inherent in the 
present arrangement and, at the same time, would fill the gaps in pro- 
tection that now occur. With Federal employment sateen by both 
old-age and survivors insurance and civil-service retirement, old-age 
and survivors insurance protection would follow the worker who shifts 
between private industry and the Federal Government; he would al- 
ways have at least the old-age and survivors insurance benefits to 
count on, and his benefit would include some retirement credit for his 
period of Federal service. The civil service retirement system would 

rovide very substantial additional benefits if he made a career in the 
Solow service. 

Furthermore, the fact that a worker is going to get an old-age and 
survivors insurance benefit could then be taken into account in the 
provisions of the civil service retirement system and unreasonable 
bonuses for those of us who qualify under both systems could be 
avoided. The retirement benefit amounts payable to the worker 
whose employment is divided between Government and industry would 
be related to his lifetime service instead of being left to chance. 

The Department of Health, Education, and Welfare has been con- 
cerned with implementing the policy adopted by Congress of protect- 
ing the casual worker who moves from one job to another so that he is 
covered by old-age and survivors insurance and does not have to go 
on public assistance or relief. 

he Congress has said that in order to proteet these workers in- 
dustry must cover them under old-age and survivors insurance irre- 
spective of the benefits paid to their long-term employees. Does not 
the Federal Government have the same social responsibility to this 
casual short-time and intermittent worker? Some persons might say 
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that if the Federal Government wishes to take care of such workers 
it can do it through the extension of the present civil service retire- 
ment system. However, this is impractical and costly. It would 
mean that the career employee would be saddled with a cost for the 
short-time employee which would be high and is unnecessary in view 
of the simpler and less costly method afforded by old-age and sur- 
Vivors Insurance. 

For those who remain in Government employment during their en- 
tire working lifetime, as well as for those who do not, the survivorship 
protection atforded by OASI is an important reason for providing 
protection under both civil-service retirement and old-age and sur- 
vivors insurance. Survivor protection under old-age and survivors 
insurance is based on quite different principles from those of most staff 
retirement systems. 

Eligibility for old-age and survivors insurance survivor protection 
arises after 114 years of employment under the program and full sur 
vivor benefits may be paid at that time. Survivor protection under 
civil-service retirement, by contrast, does not begin until after 5 years 
of service, and eligibility for this protection is immediately terminated 
upon separation from Federal Service. 

Under civil-service retirement, moreover, the survivor benefits are, 
for most workers, very low for a conside rable period of time after the 
necessay 5 years of service are completed; amounts build up slowly as 
the number of years of service increase. For this reason the survivor 
protection afforded by the civil-service retirement system is generally 
inadequate for younger workers, and these are the workers who gen- 
erally need it most because they have young, dependent children ‘and 
have had Jess opportunity to uccumul: ite other resources. 

I trust that I have made clear that the Department of Health, Mdu- 
cation, and Welfare favors a strong civil-service retirement system 
for Federal employees that is both ‘financ ially and administratively 
independent. ‘Lhis Department has no desire to hamper the civil- 
service system and has no desire to establish any relationship between 
old-age and survivors insurance and civil-service retirement which 
is any different from that existing between old-age and survivors in- 
surance and some 20,000 private pension plans or between old-age and 
survivors insurance and certain State and local government retire- 
ment plans. 

We believe that Federal employees should, like almost all other 
employees in the United States today, have the protection of old-age 
and survivors insurance. In view of the experience of large industrial 
employers, of nonprofit organizations and of the States and local 
governments in establishing an effective relationship between their 
staff retirement systems and old-age and survivors insurance, there 
is no doubt that such a relationship could be successfully developed 
in the area of Federal employment. Such a relationship would be 
established under a bill which, with the approval of the President, 
was recently sent to the Congress by the Civil Service Commission. 

This administration bill, S. 3041, would solve the basic problem in 
the present situation. It would also provide a substantially higher 
level of benefits for Federal workers and would not involve significant 
increases in costs. We feel certain that when rank-and-file Federal 
employees understand the advantages of a plan providing for coverage 
under both social security and civil- -service retirement they will wel- 
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come it, just as many State and local government retirement system 
members are now doing. 

As this committee knows, the need for old-age and survivors insur- 
ance for Federal employees has been recognized by an objective and 
thorough study of the present retirement protection of Federal em- 
ployees made during 1953-54 by the Committee on Retirement Policy 
for Federal Personnel created by the 82d Congress. The chairman 
of this Committee was appointed by President Truman. Its members 
were all outstanding people in the field. ° 

The chairman and the Committee continued their work into the 
present administration. They consulted with experts from labor, in- 
dustry, insurance companies, and unanimously adopted a recommen- 
dation for coordinating the civil-service retirement system with 
old-age and survivors insurance. The Committee summarized its 
recommendations as follows: 

Old-age and survivors insurance coverage should be extended to employ- 
ment subject to the Civil Service Retirement Act, with the civil-service retire- 
ment system modified to take into account that old-age and survivors’ insurance 
benefits would be payable. This would considerably improve the overall retire- 
ment and survivor protection of Federal employees ; strengthen the civil-service 
retirement system for the fulfillment of its essential role in the administration 
of the Federal Government; and eliminate serious inequities in benefit payments 
which now occur. 

Similar recommendations have been made by other groups. 

Since S. 2875 contains no provisions relating to the extension of 
old-age and survivors insurance to Federal employees, it would take 
no step toward solving the problems we have described. 

The administration proposal to extend old-age and survivors in- 
surance to members of the civil-service retirment system would cor- 
rect the present fundamental difficulties and thereby make possible 
a considerable increase in the total retirement and survivor benefits of 
Federal employees at much less cost than would be incurred under 
S. 2875. 

In summary, we believe that in the present situation the best method 
of improving the retirement and survivor protection of Federal em- 
ployees is through a plan which would give them the basic protection 
of social security together with the benefits provided by a strong 
civil-service retirement system. 

We are confident that the extension of social]-security coverage to 
Federal employees would strengthen the civil-service retirement sys- 
tem for career employees by increasing their retirement and survivor 
benefits. At the same time it would enable the Government to fulfill 
the responsibility it has, in common with all other employers, to con- 
tribute toward retirement and survivor protection for the large num- 
ber of people who serve the Government for but a relatively few 
years. 

Extending old-age and survivors insurance coverage to Federal 
employment would meet the basic and urgent need to develop a rea- 
sonable relationship between the civil-service retirement system and 
old-age and survivors insurance. 

Mr. Chairman, may I again express our appreciation of the oppor- 
tunity to present our views. The Department of Health, Education, 
and Welfare is of course ready to provide any technical assistance 
that your committee may desire. 
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Senator Langer. Senator Case, have you any questions ¢ 

Senator Casr. Thank you, Mr. Chairman. 

You mentioned in your statement the experience with State and 
‘ocal governments in the coordination or integration of social security 
with their pension systems. I wonder if you could tell us a little bit 
about that. 

Mr. Scnorrnanp. Yes; I would be glad to, Senator. 

Senator Case. How general it has been and in general on what basis 

the integration has been made and whether it is on a basis comparable 
to that proposed by the bill introduced by Senator Carlson. 

Mr. Scuorrianp.: I would be very glad to discuss that. I have with 
me Mr. Robert Myers, the actuary of the Social Secur ity Administra- 
tion, and Mr. Alvin David, of the Bureau of Old-Age and survivors 
Insurance, who is on my left. 

State and local subdivisions can develop any one of a number of 
plans or methods of coordination with old-age and survivors insur- 
ance. They can integrate the systems, they can have both running 
side by side, they can have both benefits paid without reference one to 
the other, or they can work out a joint coordination. 

The total number of employees now covered under old-age and sur- 
vivors insurance who are employees of State and local governments 
is in excess of 1,385,000. 

Mr. Brawtey. What percentage of the total is that? 

Mr. Scnorr.aNnp. About 29 percent of the total of State and local 
employees. 

Senator Case. This is a process that has been going on a rather short 
time, has it not 

Mr. Scnorriann. Yes, 

Senator Case. When was it first authorized ? 

Mr. Scuorrianp. On a limited scale in 1951, but in 1954 it was 
liberalized so that it was possible: to have them both running side by 
side. Previous to that they could not be covered, so that, really, you 
might say that only since 1954 has it really been in full operation. 

Mr. Davip. May I say one little bit more on that? Technically it 
was possible to cover the employees of State and local gov ernments 
under old-age and survivors insurance before the 1954 amendments to 
the Social Sec urity Act, but the process was very cumbersome and 
very difficult because it involved the abolition of the existing State 
and local retirement system before coverage could be obtained under 
old-age and survivors insurance. 

The law at that time said no employee in a position which is covered 
by a State and local retirement system can be covered under old-age 
and survivors insurance and when there was the interest in coverage 
on the part of both employees and the governments, many of them 
went through what was a loophole in the existing law at that time. 
By abolishing their retirement system and as of the date at which they 
came in to get old-age and survivors insurance coverage under the 
agreements that the law provided for they did not have a State and 
local retirement system in effect, and they got old-age and survivors 
insurance coverage and then in all cases, except perhaps one where 
they had a very, very illiberal retirement system, in all the other 
cases they reestablished a new retirement system on top of the existing 
old-age and survivors insurance protection. 
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So that it is after the 1954 amendments that it became possible only 
after the 1954 amendments which went into effect January 1955 be- 
fore it became possible to get old-age and survivors insurance cover- 
age while you had in existence a State and local retirement system. 

Mr. Brawtry. Have any States considered the problem and turned 
it down or rejected it? 

Mr. ScuorrLanp. Yes, one State has. There have been 46 consid- 
erations upon which we have final reports. These considerations go 
on every bes practically every week someone comes into the office 
to try to work out arrangements. Of the 46, 43 voted to have OAST, 
3 did not. Of the 3 who did not, 2 of them had less combined total 
of 135 employees involved. The one large one was the State of Cali- 
fornia, but since that is my State I w ould like to say that it is very 
easy to defeat any bill if you put enough objectional features into it, 
and in the case of California it was not a bill similar to 8. 3041 which 
increased total benefits, it was a bill which would have saved sub- 
stantial money for the State treasury and not given the employees 
substantial increase in benefits. It is my conviction that if a bill 
had been introduced similar to the hundreds of other arrangements 
with other political subdivisions, the result would have been different. 

Senator Case. Under the present social-security law coverage of 
employees in State and local retirement systems depends upon affirma- 


tive action by a certain pere centage of the covered personnel; is that 
not right? 


Mr. Scuorrtann. That is right. 

Senator Case. What is it? 

Mr. Scnuorrianp. Two-thirds. 

Senator Casr. Action by the State government ? 

Mr. Scuorritann. Action by the employees. 

Senator Casr. Affirmative action by the State government and 
affirmative action by half of the covered employees? 

Mr. Scnorrniann. That is right. 

Senator Casr. Can you tell us a little bit more, as much as you think 
might be helpful to us, of the terms on which these integration opera- 
tions have been conducted? Is this bill a relatively comparable one 
to what most States and local governments have done? 

Mr. Scnorrnanp. Yes, it is. Of course, they vary all over the lot, 
but I would say this was quite comparable to what the median type of 
arrangement w e be. 

Senator Casr. Well, our counsel asked certain questions of the wit 
nesses ‘eleae you, T guess you heard most of them, pointing up certain 
respects in which certain instances individuals might be less well off 
than otherwise. Are those instances—would they generally be anpli- 
cable to the integrated systems of most of the States and local govern 
ments that you know about ? 

Respective loss of certain withdrawal rates, and so forth ? 

Mr. Scuotrrianp. Tf I might start back, Senator, to discuss that 
question. JT think the questions related to what happens when a per- 
son withdraws from the system and the question was asked, would he 
get out allthat he paysin? That is not, it seems to me, a fair question, 
because he does not pay it into a retirement system entirely, he pays in 
part of that money as insurance for which he has from the time he 
joins the system continuous insurance protection so that it is just like 
an insurance policy in a private company where you might have an- 
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nuity features toit. Part of it goes to the annuity and part of it goes 
to the current basic protection. 

All during this period of time, if the person has paid in, he has had 
protection for his family and other protection for himself. So that 
it is not fair to say that because he pays in 6 percent and does not get 
6 percent out he is losing something because all during that period 
of time he has had a protection far in excess of anything he now gets 
under civil-service retirement. 

Senator Case. But, it is true that when a person makes a deposit 
under a certain system with withdrawal benefits that up to the time 
a change is made he has been able to withdraw, as it stands under our 
system now, his deposits plus a certain established interest rate and I 
think that there is a difference between what has been put in before 
a change is made and what has been put in after. I think there is some 
legitimacy to that point. 

Mr. ScHorr.anp. It is my understanding that he would get out 
all of the money he had put in before the change was made. 

Senator Case. I just want to make that part clear, that under Sena- 
tor Carlson’s bill everything put in up to the time of a changeover, if 
one should occur, would still be withdrawable. 

Mr. Scuorr.anp. Certainly. 

Senator Case. Plus interest on the rate in effect up to that time. 

Mr. Scnorrtanp. That is correct. 

Senator Case. And in addition the percentage of his future contri- 
bution allocable to Federal retirement, plus interest, presumably at 
the same rate? 

Mr. Scuorritanp. That is correct. 

Mr. Davin. May I say another word on that same question, Sena- 
tor ! 

Senator Case. Certainly. 

Mr. Davin. In addition, you might want to consider in addition to 
the survivor protection that Mr. Schottland mentioned, the fact that 
under the old-age and survivors insurance system when a person leaves 
his employment—let us say, his employment with the Federal Gov 
ernment—if that employment were covered he would carry with him 
the retirement rights that he had earned by the payment of those 
contributions; he would have not only the survivorship protection 
that he has had all along up until this point, but he would retain the 
rights to retirement benefits that he had accumulated and carry those 
on to his next employment. So that is one thing to be taken into 
account. 

Then the other thing I would say is the fact that it is possible, 
under any kind of retirement system, to pay larger retirement bene- 
fits to those who stay in the system until retirement age, if you do not 
make a refund to those who leave before that time. So that under the 
old-age and survivors insurance system, for instance, it would be 
possible to say to a person who left covered employment before age 
65, “We will give you your money back. We will not give you any 
deferred rights to retirement protection. We will not give you that 
which is more expensive and more valuable. We will just vive 
you your money back.” But, in order to do that you have to reduce 
the contributions available or the money available to the fund from 
which retirement benefits are paid. 
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In other words, you have to make a policy choice as between paying 
large enough retirement benefits on the one hand or using some of 
the | money that could go to larger retirement benefits to pay a refund 
of whatever contributions you might say in view of the survivors 
protection that had been developed, whatever refund there might pos- 
sibly be paid to this individual who left covered employment. 

Senator Case. Mr. Chairman, there is one specific question that our 
counsel asked previous witnesses in regard to the effect of the present 
limit on earned income as disqualifying a person from social-security 
benefits. 

In the integration of State and local pension plans in general, what 
has been done in regard to that problem? I am thinking now of teach- 
ers and other people who have had small incomes and who look 
forward to retirement but not to stopping work because their pensions 
have been pretty low and I wonder whether in most cases retired people 
of that sort have been able, under the integrated systems in which they 
are, to continue to earn money without this disqualifying prov ision? 

Mr. Scnorrianp. Well, I might say that that retirement provision 
would apply to all earnings under OAST whether they are part of a 
governmental system or not. However, I would like to make two 
comments on that. 

First, the purpose of that retirement provision. Congress could 
have gone 1 of 2 ways. It could have said, we will have no earnings 
test. This would be a straight annuity after 65. In that case Con- 
gress would have had to either increase the premium or to reduce the 
benefits. This was one way of saying we want to give the maximum 
benefit to our survivors and the maximum benefit to persons retiring 
who have no other source of income and a lesser benefit to persons 
who have a small income and no benefit to those who have a more 
substantial income, so that a person, let us say, who makes $1,300— 
if I might pick up the question that was asked before—the answer 
was not quite correct. That person would only be denied 2 months, 
he would be penalized for 2 months. He would get his full remaining 
10 months OASI. 

I would also say at this time for the record that the 2 States which 
the 2 Senators present here represent, North Dakota and New Jersey, 
have an integrated system with OASI for their employees. 

Mr. Brawtey. Mr. Schottland 

Senator Casr. May I just ask another question along this point ? 

I do, of course, understand the purpose of the disqualification of 
whether it is a sound one and whether the limit ought to be increased 
as aside from our present discussion, but my question directly is, 
Do these States or localities compensate for that in the case of large 

groups of employees whom I myself know who have counted on a 
period of activity in other lines or do most of these States’ ntegr ated 
plans not make compensation for that, as far as you know? 

Mr. Scnorruanp. I think that in most of the States the combined 
protection is so substantially larger that even with the withdrawal of 
OASI, if a person continued working, the amount the person would 
get would be more or less the same as he would have gotten without 
integration with OASI. I think that is a fairly general pattern. 

Senator Case. So far as you know, the States do not compensate 
for that in their integrated plans? 
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Mr. Scnorrianp. I donot think most of them do. 

Senator Lancer. Mr. Schottland, would it be possible for you to 
come back tomorrow morning at 10 o’clock. There are a lot of ques- 
tions we wanted to ask you and it is 12 o'clock. If you could be here 
at 10 o’clock tomorrow morning we would appreciate it. We have to 
adjourn now, it is 12 o’clock. 

Mr. Scuorrianp. Certainly, I will be glad to be here. 

(Whereupon, at 12:05 p. m., the subcommittee was adjourned to 
reconvene at 10 a. m., Thursday, February 2, 1956, in room 135, Sen- 
ate Office Building.) 
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WEDNESDAY, FEBRUARY 8, 1956 


Unrrep Srates Senate, 
CoMMITTEK ON THE Post Orrice AND Civit SERVICE, 
Civiz Service RermeMENT SUBCOMMITTEE, 
Washington, D. C. 


Met, pursuant to notice, at 10 a. m., Hon. W. Kerr Scott (chairman 
of the subcommittee) presiding. 


Present: Senators Scott (presiding) and Case. 

Staff members present: H. W. Brawley, executive director and 
J. Don Kerlin, assistant staff director. 

Senator Scorr. The meeting will please come to order. 

Mr. Braw.ey. Mr. Chairman, the first witness will be Capt. Charles 
Brooks, Secretary of the Academic Board, United States Naval 
Academy. 

Senator Scorr. All right, Mr. Brooks. 

Captain Brooks. Good morning, Mr. Chairman. 

Senator Scorr. Good morning. We are glad to have you with us. 

Captain Brooks. I would like to read a statement I have prepared. 

Senator Scorr. Give your name for the record. 


STATEMENT OF CAPT. CHARLES B. BROOKS, JR., SECRETARY TO 


THE ACADEMIC BOARD, UNITED STATES NAVAL ACADEMY, 
ANNAPOLIS, MD. 


Captain Brooxns. I am Capt. Charles B. Brooks, Jr., Secretary of 
the Academic Board, United States Naval Academy. Iam appearing 
before the committee as the Department of the Navy witness only on 
section 2 of S. 2875. 

Section 2 would implement the recommendation of the Committee 
on Retirement Policy for Federal Personnel (the Kaplan committee) 
that the members of the civilian faculties of the United States Naval 
Academy and the United States Naval Postgraduate School be 
brought under the civil-service retirement system. This section is 
similar to a Department of Defense proposal which was sent to the 
President of the Senate on January 9, 1956, and referred to your 
committee. 

Retirement and retirement annuities for the members of the civilian 
faculties of the Naval Academy and the Naval Postgraduate School 
are now provided by the act of January 16, 1936, as amended, which 
is administered by the Department of the Navy. 

The act of January 16, 1936, requires that, as a part of their con- 
tracts of employment, the members of the civilian faculties of the 
Naval Academy and the Naval Postgraduate School carry during 
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their employment a deferred annuity policy having no cash surrender 
or loan provisions. These contracts are carried with the Teachers 
Insurance & Annuity Association of America. Each of these em- 
a is required to register with the Navy Allotment Office a month- 
y allotment equivalent in amount to 10 percent of his monthly basic 
salary and for each monthly allotment so registered the Department 
of the Navy is required to credit the employee’s pay account, from 
appropriations made for this purpose, with a sum equivalent to 5 
percent of his monthly basic salary. The annuities provided are at 
the rate of 134 percent of the employee’s average salary during any 
5 consecutive years multiplied by the number of years of his service, 
and where the annuity purchased from the Teachers Insurance & 
Annuity Association does not equal that amount, the Department of 
the Navy is required to pay such additional amount as will bring 
the annuity to that amount. 

The members of these faculties who were so emploved on Janu- 
ary 16, 1936, were permitted upon request to participate in these 
retirement benefits. The act of January 16, 1936, was amended in 
1943 and again in 1946 in an effort to bring it in accord with the 
then provisions of the Civil Service Retirement Act. Since 1946, 
however, the Civil Service Retirement Act has been extensively re- 
vised to increase its benefits while no corresponding revision has been 
made in the act of January 16, 1936. There are at present 196 
members of the civilian faculty of the Naval Academy and 134 mem- 
bers of the civilan faculty of the Naval Postgraduate School. 

Subsection (a) of section 2 would bring the present civilian faculty 
members of the Naval Academy and the Naval Postgraduate School 
under the terms of the Civil Service Retirement Act. | 

Subsection (b) of section 2 makes special provision for their de- 
posit with the civil-service retirement and disability fund to cover 
their service before such transfer. In lieu of the deposit prescribed 
under section 4 (c) of the Civil Service Retirement Act, each faculty 
member would be required to deposit within 6 months after the bill 
was enacted, to cover past service, a sum equal to the repurchase price 
of that portion of the annuity policy carried by him with the Teachers 
Insurance & Annuity Association which was purchased in accordance 
with the requirements of the act of January 16, 1936. Should the 
deposit not be made within the 6 months’ period no credit would be 
allowed under the Civil Service Retirement Act for service as a 
civilian faculty member of the Naval Academy or Naval Postgraduate 
School after July 31, 1920, and prior to the date the bill was enacted. 

The total amount of the repurchase price of the contract of the 
civilian faculty members as of January 1, 1955, was computed at 
$1,458,248. The amounts which would be contributed under section 2 
represent approximately 10 percent salary deductions during the 
period covered, 5 percent of which was paid by the faculty member 
and 5 percent by the Department of the Navy. Thus the factulty 
member’s contribution to the annuity contract with the Teachers 
Insurance & Annuity Association and that of the Government would 
be deposited with the civil-service retirement and disability fund. 

The Teachers Insurance and Annuity Association contracts do 
not provide any cash surrender provisions and hence cannot be re- 
purchased except at the agreement of the individuals and the Teachers 
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Insurance and Annuity Association. The Teachers Insurance and 
Annuity Association has agreed to repurchase the contracts provided 
that the subject proposed legislation is enacted during this session of 
the Congress. 

Briefly the advantages of bringing the civilian faculties under the 
civil-service retirement system include the following: 

(1) Service which may be credited under the civil-service retirement 
system includes military service. Such service may not be credited 
under the January 1936 act. Since many of the members of the civilian 
faculties have served periods of military service they are thus handi 
— under the present retirement system as compared with the 
clvil-service retirement system ; 

(2) The maximum annuity under the January 1936 act is limited 
to 50 percent, while under the civil-service system it may reach 75 
percent ; 

(3) The civil-service retirement system provides much more liberal 
benefits for survivors of employees who die in service; and 

(4) Enactment of this bill will eliminate the necessity of se parate 
legislation to keep the civilian faculties abreast of changes in the 
civil-service retirement system. 

The Department of the Navy strongly recommends enactment of 
section 2 of S. 2875 or of a similar proposal. 

Mr. Chairman, I have Professor Hawkins and Professor Shields of 
the Naval Academy faculty here with me and we would be delighted 
to answer any questions we may be able to. 

Senator Scorr. Thank you for the statement. 

Any questions any member of the staff would like to ask ? 

Mr, Braw ey. I have no questions, Mr. Chairman. Similar legis- 
lation has been officially proposed by the Department of the Navy 
through the President and the Bureau of the Budget to the Vice Presi- 
dent and the Speaker of the House. That request is pending before this 
committee, but it was also embodied in S. 2875. 

Senator Scorr. Thank you very much. 

Captain Brooks. Thank you very much. 

Senator Casz. May I ask a question ? 

Senator Scorr. Yes, Senator Case. 

Senator Case. Capt: ain, do you know whether the situation as appli- 
cable to the Naval Academy is also applicable in general to the Mili- 

tary Academy and the Air Force Academy ? 

Captain Brooks. No, sir; it is not. It is entirely different legis- 
lation and laws. 

Senator Case. Could you explain just generally what the differences 
are ? 

Captain Brooxs. I cannot tell you too much about the West Point 
laws because I am not too familiar with them. 

Mr. Hawkins. Might I say West Point does not have civilian facul- 
ty members, except for a very few language instructors. 

Senator Case. Your faculty are generally, are they not, civil serv- 
ice ? 

Captain Brooks. No, sir; they are under an excepted status, they are 
Government employees. 

Senator Case. And the contracts are generally how long or do you 
have that as in regular—that is to say, in civilian institutions of higher 
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learning do you have a system of tenure after you reach associate 
professor ? 

Captain Brooxs. After 3 years in the grade of associate professor 
the member is given annual. 

Senator Case. This does not relate to any recommendations of 
academic tenure, so far as you can tell it is satisfactory at the present 
time? 

Captain Brooks. It is. 

Senator Case. No questions, sir. 

Senator Scorr. Thank you very much. 

Mr. Brawtrey. Mr. Chairman, the next witness is Jerome J. Keat- 
ing, vice president of the National Association of Letter Carriers. 

While Mr. Keating is taking his seat I think the record should 
show that in the opinion of the staff and many of the members of this 
committee Mr. Keating is considered an expert authority on retire- 
ment, the retirement system for Federal employees generally, and I ; 
think his statement will prove to be very valuable to the committee 
in this study. 

Senator Scorr. As far as your statement is concerned unless you 
want to read it, if you want to submit it for the record that will be 
all right. 

Mr. Keatina. I would like to read it, sir. 

Senator Scorr. All right. 


STATEMENT OF JEROME J. KEATING, VICE PRESIDENT OF THE 
NATIONAL ASSOCIATION OF LETTER CARRIERS 


Mr. Kratirnc. My name is Jerome J. Keating, I am vice presi- 
dent of the National Association of Letter Carriers, an organization 
having a membership of 105,000 located in every State of the Union, 
Hawaii, Puerto Rico and Alaska. : 

I am accompanied by Jeter J. Cahill, secretary, and R. B. Kremers, | 
the assistant secretary of the National Association of Letter Car- 
riers. President Doherty would have been with us this morning 
but he has recently returned from a trip to Brazil where he went with 
the official Government delegation to the inauguration of President 
Kubitschek. The delegation was headed by Vice President Nixon 
and on the way back he stopped off to attend the A. F. of L. council 
mneeting in Miami. 

I am also chairman of the retirement committee of the Govern- 
ment employees’ council of the A. F. of L—CIO, a council com- 
posed or organizations representing more than 500,000 Federal and 
postal employees. The statement I am about to present reflects the 
thinking of the 105,000 members of my own association, as well as 
the 500,000 members making un the constituent membership of the 
Ciovernment Employees’ Council. 

First, Mr. Chairman, I want to express our deepest thanks to the 
distinguished chairman of the Committee on Post Office and Civil 
Service, Senator Olin D. Johnston, for introducing in the Congress 
S. 2875, an excellent bill that will make some sorely needed improve- 
ments in the Civil Service Retirement Act. 

I also want to express my appreciation on behalf of those I repre- 
sent to the distinguished members of this committee for affording me 
this opportunity to present our views on this important legislation. 
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Specifically, Mr. Chairman, the Johnston bill, S. 2875, improves the 
Retirement Act by providing a new formula to be used in computing 
annuities, it affords substantial improvements in survivorship bene- 
fits, and establishes a minimum annuity for those who retire on disabil- 
ity. e | 3 

The need for legislation improving the civil-service retirement law 
is clearly shown by the fact that 79.7 percent of all annuitants on the 
rolls as of June 30, 1953, received annuities of less than $2,000, and 
49.9 percent rec bse annuities of less than $1,500. These annuities 
were increased by the passage of legislation in this Congress, provid- 
ing a 12 percent increase on the first $1,500 and § percent on the amount 
above $1,500. Even with this increase, 49.9 percent of those on the 
annuity rolls draw $1,680 or less. 

A new formula to provide a larger annuity is badly needed to pro- 
vide a standard of living in keeping with the present-day American 
standard of living. 

Under our present law, an employee reaching retirement age must 
take a substantial decrease in his annuity to prov ide survivorship bene- 
fits. Because of this fact, 1 out of every 3 of those who are eligible to 
select survivorship benefits fail to do so, simply because they need all 
of their annuity to live on. Those who fail to select survivorship 
benefits are generally those in the lower salary brackets where the need 
for survivorship protection is much greater. 

Before considering S. 2875, the Johnston bill, Mr. Chairman, we 
wish to make some pertinent observations relative to the recommenda- 
tions presented to this committee on behalf of legislation to implement 
the Kanlan report. 

The Kaplan Committee was provided for in S. 2968, a bill sponsored 
by Senators Smathers and Duff and passed in the sad C ongress. The 
report accompanying S. 2968 carried the following statement : 

Section 2 of the bill would create a Committee on Fiscal Policy for Federal 
Civilian Retirement Systems. its members heing the Secretary of the Treasury, 
the Chairman of the Board of Governors of the Federal Reserve System, and the 
Director of the Bureau of the Budget. This Committee would survey existing 
methods of determining and funding the Government’s cost of these retirement 
systems and make reports and recommendations to Concress, on or before June 
30, 1954. as to the methods of financing which will result in the proper discharge 
of the Government’s liabilities. 

The Chairman of the Civil Service Commission has on several occasions ex- 
pressed the opinion that the civil-service retirement system should be financed 
on a fully funded reserve basis, that is, that there should be sufficient money in 
the fund to meet all obligations to persons already retired and now in service 
The committee is not convinced that this is the proper and best method. For 
this reason the bill contains the provision for a special committee of fiscal ex- 
perts to make a thorough study of the existing methods of financing civilian 
retirement systems, and report to Congress not later than June 30, 1954, with 
recommendations as to the method or methods to be adopted. 

That is the end of the quotation. 

The idea of a committee to determine how a Federal-operated re- 
tirement plan was to be financed was conceived in the Smathers sub- 
committee. This was to have been the primary function and objective 
of the committee that came to be known as the Kaplan Committee. 

No hint of coordination or the necessity for coordination was sug- 
gested in either the report or in the bill, but it was clearly evident 
_ those of us who met with Mr. Kaplan shortly after his Committee 

‘as formed that the main goal of the Committee was coordination. 

15735 —56——5 
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Outside of the compilation of a great deal of statistical data, the 
only achievement of the Kaplan Committee was to resurrect the bones 
of an oft-proposed and oft-interred plan—coordination of civil-serv- 
ice retirement and social security. The garb is slightly altered— 
“The voice is Jacob’s voice, but the hands are the hands of Esau.” 
I hold in my hand 2 documents, 1 dated December 15, 1943, put 
out by Mr. Arthur J. Altmeyer, Chairman of the Social Security 
Board, titled “The Extension of Coverage Under the Old-Age and 
Survivors Insurance Program to Federal Civilian Employees.” 
Fundamentally, there is little difference between this plan and the 
Kaplan plan—the Kaplan plan is a modernized version, dressed in 
sheep’s clothing, perhaps, but “Grandma, what big teeth you have!” 

The second plan is contained in a letter dated March 22, 1951, di- 
rected to Mr. I. W. Labovitz of the Bureau of the Budget, and signed 
by W. L. Mitchell, Acting Commissioner of Social Security. Basic- 
ally, it is like the other two, but is a little more forthright. It de- 
clares its purpose to make civil-service retirement a supplementary 
system—no sheep’s clothing here. 

The plan of the Smathers committee was an excellent one. We 
endorsed it. Little did we dream that it would fall far short of its 
mark and wind up only with a proposal for coordination. Here we 
have the 1943 plan; we could have taken it up then. We wind up 
13 years and 217,800 dollars later with exactly the same program. 

But what about the necessary blueprint for financing the fund, to 
take the financing out of the arena of conflict and put it on a stabilized 
basis? Yes, the Kaplan Committee did make a recommendation as to 
the method of financing in part 4 of the report. Lacking the assurance 
that it possessed in recommending coordination, the committee con- 
fessed its inadequacy when it came to setting up a method of financing: 
declared the committee : 

The Committee on Retirement Policy for Federal Personnel was given only a 
limited period and limited funds to complete this study. Accordingly, most of 
the valuations made pursuant thereto were necessarily of an approximate nature 
and frequently involved actuarial assumptions and shortcuts. 

The committee recommended a normal cost-plus-interest method of 
financing. It is interesting to observe what happened to the recom- 
mendation of the committee on its torturous journey through the 
Bureau of the Budget, the General Accounting Office, and other Gov- 
ernment agencies. 

I was informed last July that the recommendations of the Kaplan 
Committee on financing would be sent to the Congress that month. 
The battle of financing, however, was not resolved in administrative 
circles until a few weeks ago—and when normal cost-plus interest 
emerged, you would have thought it was a survivor of the Hiroshima 
blast. ‘The recommendation is unrecognizable and useless. The pro- 
visions in the present law, as general and vague as they are, stand out 
above the provisions of S. 3041 as being exact and specific. S. 3041 
provides the following method of financing: 


(b) The Commission shall submit estimates of the appropriations necessary 
to finance the fund and to continue this Act in full force and effect. At the time 
of submission of such estimates, there shall be submitted to the President, for 
his consideration in connection with the preparation of the budget for each year, 
information on (1) the normal cost of financing the fund on a reserve basis, and 
(2) one year’s interest on the unfunded accrued liability. 
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The end of the section. 

The present law sets forth the following rule: 

Sec. 16. The Civil Service Commission is hereby authorized and directed to 
select three actuaries, one of whom shall be the Government's actuary, to be 
known as the Board of Actuaries, Whose duty it shall be to annually report upon 
the actual operations of this Act, with authority to recommend to the Civil 
Service Commission such changes as in their judgment may be deemed necessary 
to protect the public interest and maintain the system upon a sound financial 
basis, and they shall make a valuation of the “civil-service retirement and dis- 
ability fund” at intervals of five years, or oftener if deemed necessary by the 
Civil Service Commission ; they shall also prepare such tables as may be required 
by the Civil Service Commission for the purpose of computing annuities under 
this Act. The compensation of the members of the Board of Actuaries, exclusive 
of the Government actuary, shall be fixed by the Civil Service Commission. * * * 

The Civil Service Commission shall submit estimates of the appropriations 
necessary to finance the retirement and disability fund and to continue this 
act in full force and effect. 

A more specific provision is certainly required than the circuitous 
provisions of the present law and the proposals contained in S. 3041, 
that permit administrative evasion of the Government responsibility. 
Certainly a proposal such as is found in S. 3041, wherein one man, 
the Director of the Bureau of the Budget, shall decide what program 
will be followed, is most dangerous. 

Awaiting the portentous recommendations of the Kaplan committee, 
the Congress made only a token appropriation in 1954, and in 1955 
the Bureau of the Budget recommended a similar token appropria- 
tion, thereby increasing the deficiency of the fund. In 1956, the 
Bureau of the Budget again failed to submit a request for an appro- 
priation. The Subcommittee on Appropriations headed by Congress- 
man Thomas of Texas insisted that money be appropriated. 

The one significant and apparently only worthwhile recommenda- 
tion of the Kaplan committee was that the fund be financed on a 
normal cost-plus-interest basis. We can support that recommenda- 
tion. This recommendation could not survive administrative analysis 
and fell victim to budgetary expedience. 

Let us take a look at the history of the civil service retirement fund. 
The attached table tells the history of the civil service retirement 
fund up through 1954. The salary deductions paid by the employees 
have been sufficient to pay all benefits. The total benefits have 
amounted to something over $3 billion and the contributions by the 
employees since 1921 have amounted to $4,549,642,868.74. The total 
of all disbursements have amounted to a total of $3,733,019,822.66. 


The Government has appropriated a total of $3,362,619.829.63. The 
deficiency in the fund is due principally to the failure of Congress to 
appropriate the necessary amount of money for the fund. What the 
exact deficiency is no one can state with any degree of assurance— 
the Board of Actuaries used the figures of the Committee on Retire- 
ment Policy for Federal Personnel, the Committee in turn com- 
plained that their figures were based on assumptions and projections. 

In presenting their report on June 30, 1954, the Board of Actuaries 
offered the following comment : 

This report, which has been prepared as of June 30, 1954, is the 34th Annual 
Report of the Board of Actuaries. A regular valuation of the fund is long 
overdue. The last regular quinquennial valuation of the fund to be prepared 
under the supervision of the Board of Actuaries was made as of June 30, 1940, 
and the appropriations for collecting the necessary records and making subse- 
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quent quinquennial valuations as called for under the law have not been 
available. In connection with the work of the Committee on Retirement Policy 
for Federal Personnel, a valuation of the fund was prepared as of June 30, 
1953, based on the records of a special 5-percent sample of all employees. Since 
the valuation so prepared is the latest valuation available, the Board has sum- 
marized the results of this valuation in this report and has based thereon its 


recommendations regarding the annual appropriations payable by the Govern- 
ment. 


The Board of Actuaries estimated that the deficiency of the fund 
as of June 30, 1953, was $9,911 million. 

Commenting on the condition of the civil service retirement fund, 
the Committee on Retirement Policy for Federal Personnel made the 
following observation: 


The $5.6 billion of funds on hand at the end of the fiscal year 1953 is about 
twice as large as the $2.7 billion liability for paying benefits to currently retired 
employees and survivor beneficiaries. lf there is added to the latter amount 
the total accumulated contributions—with interest—for employees in active 
service, the total is $5.9 billion, or somewhat more than the existing funds on 


hand. 

The recommendations of the Board of Actuaries regarding contri- 
butions to the fund have been disregarded by the administrators of 
the fund during its earliest years; by Congress in some instances; and 
by the Bureau of the Budget through budgetary convenience. The 
following table shows the amounts recommended by the Board of 
Actuaries since the establishment of the retirement fund: 


Appropriations recommended by the Board of Actuaries 


ee en | ne renenen arene am $135, 710, 871 
Se iiaesaniesseliipliectttl aia, I i ivcicisiiemnisnioey 413, 741, 513 
Sc ce ner nna Ne i vaccines eens sins scninietenin 455, 459, 044 
7 AREY ELE CE Se eee Ro og EL Se eee 458, 578, 155 
eet oA Se BR O0O SED PROIGS 253 et ? 426. 638, 078 
I ois nkicnetpinictindciitnnes OO, BOD BOO TOT osc inion 308, 058, 000 
a ORE ee ee 362, 050, 000 
UN ah As ect asicaeaeentels Re OE Ey icine mene cic ecisamis 389, 132, 250 
eee ee (pa. a ee 349, 096, 800 
Wat es ert i ee EET WU ss as 381, 891, 108 
DE iteitsisicntl meee eT No Bi echt dt ween 377, 760, 400 
ag eo ids * 397, 519, 200 
Rk AS dean degli EE Ba 1 PIE ies cmiemernnerimencians 691, 066, 800 
tke eek tek 105, 258, 278 ——$—$—___—__—_. 
cet As eee tite aot 140, 288, 307 mens shee 6, 242, 899, 652 


1 Estimated. 

2 Amourt subsequently adjusted because of passage of Public Law 426. 

Amount adjusted on basis of 3 percent interest assumption by Kaplan committee to 
$663.956,800. 


For the years 1921 through -1927 I lacked some of the figures and 
I had some. The first year they recommended $14 million, on the 
third report they recommended $24 million, so we estimated $18 mil- 
lion which is very conservative on the basis of the recommendations 
and by referring to the total of the amount recommended for appro- 
priation by Congress by the Board of Actuaries is $6,242,899,652. 

By referring to the chart previously mentioned you will see that 
the actual amount appropriated by the Congress for the 34 years of 
operation is $3,362,619,829.63, and the amount recommended by the 
Board of Actuaries to be appropriated was $6,242,899,652. To 
summariz?, the appropriations were $2,880,279,822.37 less than the 
amounts recommended by the Board of Actuaries. If you add to this 
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sum the compound interest that was lost to the fund, you have an 
extremely large amount of money. 

It is extremely difficult for employees under the civil service retire- 
ment system to understand why our system is singled out for attack. 
Perhaps it is because we do have the best operated plan in Govern- 
ment. 

The following short tables shows the percentage of normal payroll 
costs of the following various funds, the percentage contribution of 
the employees, and the unfunded liability. 

(The above-mentioned table is as follows:) 


| Number of | Normal Pere ent Percent 





F i t : Unfunded 
unc dail ; cos contributed pavable by lit 

| employees | (percent) | by emp ple yyee | Government Mability 
Civil-service retirement__........- | 1, 660, = 11.15 6. 00 5.15 $9, 911, 000, 000 
Federal judiciary Sie eaha 300 19. 72 None 19. 72 8 5) 000 
Uniformed services. .............-- } 3, 500, 000 9. 49 None 9. 49 18. 000. 000, 000 
Foreign Service.................- b 1, 463 | 25. 00 5. 30 | 19. K 6. 000. 000 


Mr. Keatine. There are 1,660,300 employees under civil-service 
retirement, the normal cost, according to the last valuation of the fund 
wa3 11.15 percent ; the employees contribute 6 percent and the Govern- 
ment pays 5—their liability is 5.15 percent. The unfunded liability 
is $9,911 million. 

In the Federal judicial plans it only covers 300. The normal cost 
is 19.72 percent of the payroll, no contribution by the employees and 
the unfunded liability amounts to $8,500,000. 

There are 3,500,000 under the Uniformed Services Act, the normal 
cost of that plan, according to the Kaplan committee, is 9.49 percent 
and the unfunded liability 1s $18 billion, which is twice the unfunded 
liability of the civil-service retirement fund. 

Foreign Service, there are only 1,463 employees, the normal cost is 

25 percent, the employees contribute 5.50 percent, the Government 
pays 19.50 percent and they have an unfunded liability of $35 million. 

The coordinated program presented by the Kaplan committee is 
not new. It has been presented and rejected many, many times. The 
Federal employees have the following sound substantial reasons for 
opposing coordination. 

The civil-service retirement system was established by a law passed 
by Congress on May 22, 1920. This law was enacted after long efforts 
on the part of postal and Federal employees. Our association, the 
National Association of Letter Carriers, was organized in 1889. In 
the call issued for the organization convention, one of the funda- 
mental objectives was to establish a retirement plan. A tremendous 
amount of effort went into the enactment of that law; many proposals 
were explored and rejected. The law that was finally enacted was 
one of the earliest and one of the finest retirement programs in exist- 
ence anywhere. It has since been improved many times by careful 
amendment. 

With the advent of social] security in 1936, there has been a con- 
tinued, persistent, and consistent effort on the part of certain people 
in Government and out of Government to coordinate the two systems. 
Basically, the programs are different. The Civil Service Commis- 
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sion, in a report published February 19, 1952, made the following per- 
tinent observations: 






In the first place, the civil-service constribution is an individual, guaranteed 
savings fund. The employee or his survivors will receive, in the form of an- 
nuities, lump-sum payment, or a combination of these, at least as much as he 


has contributed, plus compound interest. Nobody loses; the worst you can do 
is break even. 

On the contrary, the social-security tax is just that—a tax. You never get 
it back. You may—or may not—get back benefits equal to it. Persons who 
shift to employment not covered by social security can lose every penny of taxes 
paid. Young women who, prior to marriage, work less than 10 years under 


social security acquire no old-age benefit rights unless they have subsequent 
covered employment. 


It might be well to point out the motives that impel some to 
support coordination. In the report of the Committee on Retirement 
Policy for Federal Personnel, a quotation is presented from a speech 
made by Mr. Frank B. Cliffe, at the New England Conference on So- 
cial Security on October 27, 1953. The committee presented only a 
portion of his remarks. The quotation used placed him squarely in 
favor of coordination, but failed to include the following significant 
statement that tells why he favors coordination. Declared Mr. Cliffe: 

The immediate coverage under the Old-Age and Survivors’ Insurance Act 
is advocated to eliminate the competition between the systems for political 


favor through repeated alternate liberalizations at the expense of the tax- 
payers. 


gram of coordination of all retirement plans with social security and 
advocate that social security be placed on a pay-as-you-go basis, so 
that the people will feel the cost, and benefit payments will not be lib- 
eralized. 

On the pay-as-you-go basis the U. S. News & World Report this past 
week reported that the social security paid out $5 billion and their 
receipts and contributions from employees and employers was only 
$5,700 million. So, they are fairly close to being on a pay-as-you-go 
basis right now. 

The civil-service retirement— 

Senator Case. Excuse me. Did that figure of receipts include in- 
terest, do you recall? 

Mr. Kratine. They did not break it down and the reason I am giv- . 
ing my source is that I have not had a chance to look into it. I was 
curious on that, too, but that was the exact quotation in the U. S. 
News & World Report. 

Senator Case. Thank you. 

Mr. Keatine. The civil-service retirement system is in a far bet- 
ter financial condition than social security. Benjamin B. Kendrick of 
the Life Insurance Association of America makes the following ob- 
servation on social security: 


| 
Mr. Cliffe, and his associates, as well as many others, favor a pro- 
: 
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To begin with, most people probably consider the $20 billion now in the trust 
fund to be a very large reserve. Indeed, the seeming magnitude of this sum 
undoubtedly serves as an incitement to proposals for benefit liberalization. * * * 

Actually, the amount in the fund is wholly inadequate to cover the benefits 
the system will sooner or later have to pay, under present law, on account of 
OASI wage credits already acquired by participants. Prior to the 1954 amend- 
-ments, the “deficit,” which existed in this sense, amounted to some $200 billion. 
The amendments this year added a new “deficit” of about $50 billion, so the 
total “deficit” is now around $250 billion and increasing, for the time being, 
year by year. 
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Mr. Kendrick goes on to predict that the payroll costs of social se- 
curity will eventually amount to 12, 14, or 16 percent of the payroll. 

The ree committee contended that their proposals, as con- 
tained in the Carlson bill, would increase benefits and reduce costs. 
This statement is obviously specious to the most ¢ ast al observer an a is 
roundly scored by the Board of Actuaries for the Civil Service Com- 
mission, who declare: 


The committee states that immediate savings would accrue to both employees 
and Government through the adoption of a coordinated plan. Employees would 
reduce their contributions to the retirement fund on compensation up to $4,200 
to 3% percent but continue to pay 6 percent on the excess. As increases in the 
social-security taxes take p'ace, the combined contribution on the compensation 
up to $4,200 would exceed the present 6 percent rate. Under the social-security 
law as now written the taxes will gradually increase until the maximum tax 
is reached in 1975 and at that time employees would pay 714 percent on com- 
pensation up to $4,200. By graduating the taxes in this way the social-security 
law defers to the future the payment of the full cost of social-security benefits. 
In the case of employees retiring in the near future the taxes payable by them 
and in their behalf do not begin to pay for the benefits they receive. Their costs 
are met by future increases in taxes payab'e for and by the younger employees. 

If at present the Government were making the full normal contribution to 
support retirement benefits plus at least interest on the deficiency there would 
probably be some immediate reduction in current appropriation through coordi- 
nating the retirement plan with social security. The committee estimates that 
there would be a reduction in the normal percentage rate payable by the Govern- 
ment from 5.15 percent of payroll to 3.72 percent and that at the same time 
the deficiency would be reduced about one-third. However, it does not seem 
proper to refer to a saving in relation to an appropriation which is not being 
made, The Government’s share of the cost of the existing benefits is not being 
met and since the ultimate combined benefits to employees would be increased 
by coverage under the social security act the ultimate outlay of the Government 
will be greater under the coordinated plan than under the existing plan. Coordi- 
nation would simply mean transferring some of the Government obligations 
which now pg to be met under the retirement plan to the social-security act. 

Essentially, S. 3041, the Carlson bill, is a moratorium on retirement 
liberalization. The alleged increases in annuities would not be avail- 
able to any career employ ee without previous social-security coverage 
until 1962. The Kaplan Committee estimated that the coordin: ited 
plan would reduce the “unfunded accrued liability” of $10,670 mil- 
lion—the estimate of the unfunded liability by the Kaplan Commit- 
tee is $759 million greater than the estimate of the Board of Actu- 
aries—to $7,092 million. Obv iously, the assumption is that the liabil- 
ity is being transferred to OASI. The civil-service retirement fund 
actually would receive a severe blow if this transfer is made. The 
immediate liabilities are reduced but slightly and the income of the 
fund is being reduced by 214 percent of payroll on the first $4,200 
or 41.6 percent of the employee contribution on the first. $4,200 of 
the individuals paid. The immediate effect on the fund will be a con- 
tinuation of expense and a reduction of income. 

The civil-service retirement fund is much stronger financially than 
social security.. According to figures quoted previously in this state- 
ment, the civil-service retirement fund has assets equal to 36 percent 
of the amount needed for a fully funded plan. Social security on the 
other hand, has assets equal to only 8 percent of the amount needed 
for a fully funded plan. Percentagewise, the civil-service retire- 
ment fund is 414 times as well off as social security. There is little 
wonder that the civil-service employees are fearful of being “gob- 


bled up” by OAST. 
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We are fully convinced that the passage of S. 3041, the Carlson 
bill, would lead to the ultimate elimination of the civil-service retire- 
ment system. The Kaplan Committee in their initial proposal re- 
duced the benefits under the civil-service retirement system. We know 
what has happened in industry. In industry, there are two types of 
supplemental programs—the additive plan and the integrated plan. 
In the latter program, a certain benefit 1s defined—if social security is 
liberalized, the staff pension benefits paid by the firm are reduced. 

In the testimony presented the other day, much was made of the 
fact that a few State and municipal plans had elected to coordinate 
with OASI. Many of the plans where this selection was made were 
teacher plans, where pitiful pensions were being paid and a dollar 
from any source was gratefully received and eagerly sought. The 
firefighters, on the other hand, who have long been interested in re- 
tirement and have good retirement programs, have consistently fought 
integration of their plans with OASI. We are also well aware of the 
fact, that in some instances, coordination has been forced on the em- 
ployees by municipal governments by the simple expedient of reducing 
the benefits paid by the employee systems. 

We have some further sound reasons for resisting coordination in 
any form. When we first met with Mr. Kaplan and his Committee, 
we were asked if we would oppose placing retirement in some agency 
other than the Civil Service Commission. We informed him that we 
most certainly would. The Civil Service Commission is a bipartisan 
commission set up to protect the personnel policies and welfare of 
Government oe it was the intention of Congress to make it 
an independent agency. ‘To place retirement in any other agency 
than the Civil Service Commission would certainly shake the faith 
and confidence of the Federal employees. 

At the same time that the administration proposal to coordinate 
civil-service retirement and social security was sent to the Senate, it 
was also sent to the House of Representatives. The House Parliamen- 
tarian assigned it to the Ways and Means Committee—and it is inter- 
esting to note that Congressman Reed has introduced a bill to imple- 
ment the recommendations. 

If the Committee on Post Office and Civil Service loses jurisdiction 
over civil-service retirement, it is a short walk to the Department of 
Health, Education, and Welfare. With divided jurisdiction over the 
retirement program, it will only be a short time until a proposal will 
be made to place the entire program in one agency. If such a pro- 
posal should develop, with the present OASI program in Health, 
Education, and Welfare presided over by a Cabinet member, and 
civil-service retirement in a bipartisan commission, where will the 
Federal employees end? Adoption of the Carlson bill would sound 
the death knell of civil-service retirement; it soon would become, as 
one of the earlier proponents of coordination described it, a supple- 
mentary system. 

There are two arguments used by proponents of coordination that 
seem to influence those who favor coordination: First, that social 
security provides better survivorship benefits; second, it is necessary 
to effect coordination to take care of the employee who goes from Gov- 
ernment into private industry. 

The first statement has some basis of fact; however, S. 2875 to a 
large measure nullifies the effect of this argument. The provisions 
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of S. 2875 that drop the deductions from the anuity and make sur- 
vivorship protection automatic, and the amendment of the widew’s 
provisions make civil service retirement far superior to social secu 
rity in more than 90 percent of the cases. The sole area that requires 
attention is where death occurs when the employee has limited service 
and particularly where there are surviving children. The incidence 
of death occurring in the case of the employees with short service has 
been magnified out of proportion. 

Drs. Dickinson and Welker, in a monograph prepared for the Amer- 
ican Medical Association titled, “Mortality Trends in the United 
States”—comparing 1900 and 1949—show the incidence of death in 
1949 between the ages of 15 and 44 as occurring in 7 cases out of 1,000. 
Out of a total of 20,308 widows on the civil service retirement rolls, 
only 1,414 are under the age of 40. The deep concern over this small 
number of widows is in callous contrast to the recommendations of 
the same people to do nothing about the 40,000 widows of employees 
and annuitants who died prior to 1948. These pre-1948 widows have 
no protection whatsoever. Yet, their requests for small annuities are 
coldly rejected because the modest program would cost $24 million a 
year. 

We are concerned about the pre-1948 widows; we are also concerned 
about the young women and children who are left to shift for them- 
selves because of the untimely death of the husband and father. It is 
our opinion that the civil service retirement law can be amended at 
very slight cost to take care of such widows and children. We suggest 
an amendment that would provide survivorship benefits to the widow 
and children of any employee who has a minimum of 114 years of 
service, and that this annuity shall be based on the employee's annuity 
equal to (1) at least 40 percent of the average salary; of (2) the sum 
obtained after increasing the employee’s total service by the period 
elapsing between the date of separation and the date he attains the 
age of 70, whichever is the lesser. 

A similar proposal was before the Senate committee in 1952, when 
S. 995 was being considered and at that time the Civil Service Com- 
mission estimated that the cost of this amendment was very low 
indeed—it would amount to only 0.18 percent of payroll. Such an 
amendment would cost far less than the duplication of administraive 
functions required through coordination. 

The second major point on which a demand is made for coordina- 
tion between the two systems is the necessity of providing coverage 
for those who move from Government to private industry or vice 
versa. As far as civil-service retirement is concerned, the employee 
who leaves the Federal Government, if he has 5 years of service, has 
a vested right. Much has been made of the employee who spends only 
1 or 2 years in Government service. Under the 4-year drop provision 
now in social security, his final benefit is not affected. 

In our opinion, the arguments presented to you on this problem 
previously were calculated to establish a thesis rather than to estab- 
lish facts. As far as normal operation of civil-service retirement is 
concerned, the figures elenute to you on turnover were out of the 
ordinary. The period selected to show the number of separations was 
the period from 1944 to 1953, a period when we had two wars—World 
War II and the Korean war—a period of recovery and adjustment. 
To judge this period as a normal period is without valid basis. 
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The accompanying chart shows that from 1921 to 1941 [indicating | 
Federal alae ment was relatively stable; from 1942 to 1953 [indicat- 
ing] there have been rapid rises and rapid declines amounting to 
hundreds of thousands. Obviously the picture of turnover is magni- 
fied far out of proportion to normal operations. 

You will see from the chart that the two peak periods when Govern- 
ment employment was at the highest was first in World War II and 
second during the Korean war. In the early years there was quite 
a stable condition pertaining as to the in and out problem of Govern- 
ment. 

Since World War II we have many fluctuations. There have been 
a tremendous number of temporary employees in the Government and 
they are represented chiefly in this group, this above the black mark 
[indicating]. Those that are not covered by civil-service retirement. 
But the fluctuations are not a normal thing, it is an abnormal thing 
and the figures that were presented were based on the vears from 1944 
to 1953, and obviously, this chart originally was prepared through 
1945 by the Civil Service Commission. We have extended it using 
the civil-service figures through 1953 to show exactly what has hap- 
pened with employment and to show why the figures that were quoted 
to you on turnover were so far out of proportion to what the normal 
turnover Is. 

Senator Casr. Excuse me, may I just ask a question there, Mr. 
Keating? 

Mr. Kearrne. Certainly. 

Senator Scorr. Proceed. 

Senator Casr. Have you any idea as to how many of the employees 
in this gray area who are not covered—not subject to the Retirement 
Act are tempor ary employees you mentioned and how many are those 
who for some other reason, election, are not covered 

Mr. Krattne. The only answer I can give to thal is in the postal 
service out of one-half million people in 1954 there were 134,000 
temporaries. 

Senator Casr. Have you any idea as to how 

Mr. Kearine. In the Defense Department I think the picture would 
be worse. 

Senator Casr. So it is your judgment that the great bulk of these 
are temporary employees. 

Mr. Keatinc. Very definitely. 

Senator Case. Mr. Chairman, I am very sorry, I want to apologize 
to you and Mr. Keating, but a previous engagement at 11 o’clock 
forces me to leave before he is finished. I will do the best T can to 
return very shortly, but I will have to excuse myself now and I hope 
I can get back here very quickly. I am sorry not to be able to stay 
right now. 

Mr. Keatrxa. The solution of this problem is actually relatively 
simple. Provide a method of transferring funds to cover service 
where employees leave civil service to go into employment covered by 
social security. The Carlson bill, S. 3041, provides for a transfer of 
funds to cover special service. The railroad retirement plan provides 
for a transfer of funds. This plan would be less cumbersome, less 
costly and far more satisfactory than forcing unwanted coordination 
on Federal employees. 
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Perhaps one of the greatest social and economic problems we have 
to solve today is the problem of the aging. It is an oversimplification 
of facts to state that employers will not employ older people. The 
simple truth of the matter is that the industrial revolution ~ never 
ceased. More and more people are being displaced from the farms and 
from industry. More people are employed in service functions; 
people have more leisure. People go to work later in life and quit 
earlier. Automation will result in still greater production; it should 
result in greater consumption, but will only if people have the means 
to purchase additional products. Nuclear and atomic energy are 
around the corner; problems of great social import will follow. Older 
people are not employed to the extent they used to be. Fifty-five per- 
cent of all men over 65 were employed in 1920; only 30 percent are 
employed today. One out of every 12 persons today is over 65. ‘There 
are $0 men for every 100 women over 65 today ; 50 percent of all women 
aged 70 are widows; at the same age, 3 out of 4 men are still married. 
‘This points up the necessity of good survivorship benefits. A survi- 
vorship program that is only 6624 percent effective is not a good sur- 
vivorship program. . 

The proposals contained in S. 2875, the Johnston bill, together with 
the recommendation previously offe red relative to minimum survivor- 
ship benefits, provide a well-rounded survivorship program. 

We respectfully request that you give favorable consideration to 
the Johnston bill S. 2875. The majority of postal and Federal em- 
ployees have not enjoyed a saving wage. Their pay has constantly 
lagged behind the rising standard of livi ing pay in this country. The 

vast m: jority of them, approximately 70 percent, will receive annui- 
ties of less than $2,000 per year, unless the law is amended. 

AYE any pr ivate cor por: ations have liberalized their benefits. A few 
prov ide annuities equi al to T5 percent of the salai V after 50 years of 
service. Others provide annuities equal to 60 percent after 30 years of 
service. The Foreign Service retirement pl: un Oper ated by the Gov- 
ernment uses a 2-percent factor and the employee’s contr ibution rate 
is merely 5 percent. 

In private plans, the employee's contribution rate ranges from 
nothing to a maximum of 6 percent. ‘The State of Connecticut uses a 
2 2-percent factor the same as provided in the Johnston bill. This isa 
realistic adjustment. With 48 percent of the annuitants receiving 
less than $1,600 a year, liberalization of the present formula is sorely 
needed. 

As usual, when retirement legislation is discussed, we wind up with 
the age-old discussion of costs. It was the fond hope of the Smathers’ 
committee that the Kaplan committee would clearly point the way. 
Unfortunatey, however, the Kaplan committee immediately got lost 
in chasing the will-o’- -the- wisp coordination and did not do a good Job 
on their appointed task. I seriously doubt if the determination is a 
job for actuaries. The nape report, as I previously mentioned, is 
a compendium of useful information. 

Mr. Robert J. Myers and Mr. A. A. Surgeis of the OAST staff, 
and Mr. Samuel Miller of the Committee on Retirement Policy for 
Federal Personnel, who probably are chiefly responsible for the 
report, are very capable actuaries. However, there are social and 
economic problems that must be considered in determining proper 
policies for financing Government retirement plans that transcend 
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the sphere of actuaries. The social and economic phase of the prob- 
lems involved are too vast to be ignored. The Congress, composed 
of men from all walks of life, composed of men who are actuated 
by a desire for social service and men who are close to the problems 
of the average man is in a much better position to judge the require- 
ments of the situation. Members of Congress are far more qualified 
to determine the social and economic waste that can come from an in- 
adequate or improper program of retirement. 

Actuarial science is not an exact science. In part 4 of the Retire- 
ment Policy for Federal Personnel, the following statement is found: 

Long-range actuarial cost estimates or valuations, regardless of how pre- 
sented or how developed, cannot be precise no matter how accurately they may 
be performed. 

House Report 1698 on the social-security amendments of 1954, car- 
ried two estimates of the future costs of social security in the year 
2020. On the basis of low-cost assumptions, the estimate amounted 
to 7.45 percent of payroll; on the basis of high-cost assumptions, 
it amounted to 11.46 percent of the payroll. 

The Kaplan Committee failed to discuss the stability and liability 
of social security. Assuming that the estimate made by Mr. Ken- 
drick that the amount necessary to fund social security was $250 
billion is correct, one can readily see that if all retirement plans were 
completely funded, the Government would have $300 billion or more 
to invest. 

I might point out that the total assets of all the life-insurance com- 
panies in the United States is only $8114 billion, so that shows the 
magnitude of the $300 billion here involved. 

Discussing the problem, Dorrance C. Bronson, an actuary of the 
Wyatt Co., made the following observation : 

The gist of the above, for this paper, is to bring out that, in the sense of 
the term used herein, the social-security plan—OASI—is not actuarially sound; 
there is for instance probably not enough on hand for the terminal funding 
criterion, that is, not enough to pay out the current beneficiary rolls. On the 
other hand, I do not see any point in rigorously applying actuarial reserve tech- 
niques to a broad national system. Such a system transcends “actuarial 
soundness” criteria of the usual kind. What purpose would be served if reserve 
assets in the actuarial amount of $150 billion were now on hand? They would 
not be used; the system is not going to terminate, calling on a liquidation of 
the reserve for benefits. Of course, interest would be payable to go toward 
benefits, but what is the interest? Just another tax. Stagnant Federal bonds 
are all the fund could invest in. What a cry of “nationalization” there would 
be if industrial investments were made. Or, what a feeling of undermined 
security would be aroused if foreign investments were purchased. 

I might point out that with reference to the estimate made by Mr. 
Bronson and the estimate made by Mr. Kendrick, that the estimate of 
Mr. Bronson was made in 1952 and the estimate by Mr. Kendrick was 
made in 1954. 

After witnessing the work of the Kaplan Committee, I have come 
to the conclusion that the equitable determination can only be made 
by Congress. The Kaplan Committee recommended that the fund be 
financed on the basis of normal cost plus interest, the normal cost being 
the amount of money necessary to pay the current costs of retirement 
rights earned annually by all active employees and the interest being 
the interest on the unfunded liability. Under this method, the un- 
fanded liability would remain constant and the reserve in the civil- 
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service retirement fund, which was $6,438,120,901.71 on December 31, 
1955, would increase to $25 billion in 35 years. We could support that 
plan, but to make it effective some regulated method of providing for 
the Government contribution would have to be provided. Responsi- 
bility for payment could not rest on the budgetary whim method pro- 
vided for in the Carlson bill. If the coordinated program went into 
effect, the agencies would be contributing 4 percent to social security 
in 1975, and civil-service retirement—if it still existed—would be seek- 
ing to worm a favorable recommendation out of the Budget Bureau. 

On the matter of general financing, there is one other important sub 
ject and that is the matter of interest. On December 31, LAT, the in 
terest paid on money in the fund was reduced from 4 to 3 percent. 
This was realistic. The rate on insurance investments after expenses 
and after taxes was 2.92 percent. I secured a list of the interest earn 
ings, recent earnings, on retirement trust funds serviced by one of our 
major investment companies and a few samples will illustrate how in- 
terest ——— have increased. The current yields were 3.53, 3.19, 
3.34, 3.59, 3.69, and 3.45 percent. 

I have here : a brochure put out by the Chase National Bank and they 
set up a sample portfolio and show the interest return on this portfolio 
as 3.67 percent. They state as a matter of fact the weighted average 
of the earnings in one of our large pension funds over a period of 12 
years is in excess of 314 percent. 

Private funds and insurance funds benefit from the appreciation of 
the capital value of their holdings; Government funds do not. For 
that reason, I would like to suggest to the committee that you give con- 
sideration to restoring the interest rate on retirement funds to 4 percent. 

With specific reference to S. 2875, the Johnston bill, the Civil Service 
Commission has stated that the provisions of the Johnston bill would 
increase the normal cost of the retirement plan to 15.4 percent of pay- 
roll. It is generally estimated that a one-half-percent increase in in- 
terest earnings will result in a 12- to 15-percent reduction in the em- 

loyer cost of retirement funds. What the percentage reduction would 
ye on the above interest suggestion, I cannot say. 

I want to point out briefly that the estimated actuarial cost is ap- 
proximate at best. Mr. R. R. Reagh, one of the Government actuaries, 
pointed out to the House committee in 1948 that actuaries are by 
nature conservative in their estimates. Since the fund was inaugu- 

rated in 1921, the board of actuaries have complained that they do 
not have adequate records on which to base their estimates. The board 
of actuaries have made 34 reports and 34 times they have made this 
observation. I am making this comment only because no conclusion 
can be better than the facts on which it is based. 

In the valuation presented to Congress in 1955, the board of actu- 
aries set the normal cost of the fund at 8.78 percent of the payroll—é6 
percent payable by the employees and 2.78 percent payable by the 
Government. The board of actuaries in their valuation presented to 
Congress this year set the normal cost of the fund at 11.15 percent of 
the payroll—é percent payable by the employees and 5.15 percent 
payable by the Government. This increase in the normal cost was 
due to a change made in the interest assumption from 4 percent to 3 
percent. When the Langer-Chavez-Stevenson bill was Skane Con- 
gress in 1948, the board of actuaries estimated that the cost of the bill 





74 CIVIL SERVICE RETIREMENT 


would be 12.92 percent of the payroll—6 percent payable by the em- 
ployees, 6.92 percent payable by the Government. This was on the 
basis of a 4-percent-interest assumption, so you can readily see that 
they overestimated the cost by a difference between 12.92 percent and 
8.78 percent, or by 4.14 percent of the payroll. 

Former Congressman John Lyle, of Texas, once commented in the 
House committee that he had observed that Government agencies 
tended to show a high cost when opposed to legislation and a low 
cost when favoring legislation. Perhaps this is the human thing to 
do. If so, no one can accuse the Commission and the Bureau of the 
Budget of not being human. I think their estimate of cost is ex- 
cessively high on S. 2875. In estimating the cost of the bill, the Com- 
mission apparently failed to take into consideration the savings pro- 
duced by the elimination of interest payments on lump-sum refunds. 
The savings provided for in this amendment should be from 8 to 12 
million dollars a year. 

By whatever standard it may be judged, the Johnston bill is an 
excellent one. It provides a sorely needed increase to annuitants. It 
broadens survivorship protection and gives us an effective survivorship 
program. 

There are a few perfecting amendments that I would like to pro- 
pose. On page 3, paragraph (e), line 12, we suggest inserting after 
“salary” the following words: “, including longevity and meritorious 

". 

PThe reason for this proposed amendment is that under Public Law 
68, enacted by this Congress, a pay act for employees in the field serv- 
ice of the Post Office Department, “basic salary” is defined as— 

the rate of annual, or hourly, compensation specified by law, exclusive of over- 
time, night differential, and longevity compensation— 

while “basic compensation” means basic salary plus longevity com- 
pensation. Under present law, longevity pay is used in computing 
retirement benefits and we fear that it would not be in the Fohuston 
bill if this amendment is not made. 

On page 18, paragraph (d), line 19, we suggest the words— 


recovers from his disability or is restored to an earning capacity fairly com- 
parable to that in the position occupied at the time of retirement— 


be deleted ; and also, beginning line 25, strike out, “Earning capacity 
shall, etc.” to the end of the paragraph on line 4 of page 19. 

This amendment will retain the provisions of the present law where- 
in restoration is only made on recovery from disability. There are 
many instances where grave injustices will occur if this restriction 
on pages 18 and 19 is retained in the bill. One letter carrier whom I 
know is completely blind; he has a little business on the side, in addi- 
tion to his disability annuity. Under the provisions now in the John- 
ston bill, he would lose his annuity and, if he were struck by any illness 
whatsoever, he would be deprived of all means of support and all 
possibilities of earning a living. Probably the majority of jobs 
secured by disabled annuitants are temporary in nature and this pro- 
vision, if left in the bill, would result in substantial hardship. 

We are most thankful to this committee and to the Congress for 
the increase in annuities granted in Public Law 369. The average 
annuity, however, continues low and consideration must be given to 
advance it in line with the improved standard of living. 
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The committee staff did such an excellent job in their analysis 
setting forth the changes in the law and the improvements provided 
for in S. 2875 that I find it unnecessar y to comment on the many other 
fine provisions found in S. 2875. The analysis presented by the staff 
was complete, concise, and clear. 

I want to thank the committee for the opportunity of presenting 
this statement, and we hope that the committee will very shortly sub- 
mit a favorable report on S. 2875. 

Senator Scorr. | want to thank you for your statement. It is very 
thorough and very detailed. 

I wish our Senator from New Jersey was back here, he will be back 
in a minute, but he was kind of ribbing me for being a sort of lobbyist 
and so if I did register that much with him I want to take it as such. 

I would like to say for the record—now, I am speaking now only 
as one Senator, not for the committee, but when I was commissioner 
of agriculture in my State I operated under a balanced budget. When 
I was Governor of the State I operated on a balanced budget and left 
a surplus in both instances, and I do not see anything why we cannot, 
in fact, I think it is one of the easiest places in Government where we 
can balance the budget if we are minded to do so and not do it. 

I want to say that for the benefit of all of you that are here and 
not do it at the detriment of any person that has legislation that you 
are proposing here from having full consideration. I think we can 
do it. Iam sure we can do it. 

I grew up under the old star-route mail-carrier days and then I 

remember when we had the rural mail carrier, and still have, and my 

post office is RFD, if you want to know what it is, I am still living 
1 mile farther back in the woods than where I was born and reared and 
I know we can balance this budget and I know that the thing that you 
folks are advocating here, many of them are very, very worthy and 
they are going to have full support from me so far as one Senator 
is concerned. 

The next witness, unless you have some questions. 

Mr. Brawtry. Mr. Chairman, before Mr. Keating leaves I think 
he ought to be congratulated for presenting such a fine statement, 
particularly with reference to the bill introduced by Senator Carlson, 
the administration’s proposal. 

The committee staff started negotiations with the Civil Service 
Commission many months ago in an attempt to try to find out what 
their proposal would be so ‘that we could make a study of it and 
present an analysis of it to the committee. The first time we saw 
their new plan was 2 days before our hearing was scheduled, and 
the administration caught us a little by surprise by failing to respond 
to- your invitation to ‘direct its remarks to the bill at hand, 2875. 
and instead, directed its remarks to 3041. I think Mr. Keating has 
presented a very fine statement to the committee and I would like to 
ask him one question. 

If you had your choice between no bill at.all to liberalize retirement 
and the other bill pending before the committee, S. 3041, which would 
you choose? 

Mr. Keatine. Without hesitation we would choose no bill whatso- 
ever, no bill at all. 

Mr. Brawtry. That is the only question I have, Mr. Chairman. 
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Mr. Kerwin. Mr. Chairman, I have a question. 

Senator Scorr. Proceed. 

Mr. Kern. Mr. Keating, we had figures the other day from Mr. 
Schottland, Commissioner of Social Security, attesting to the very 
high turnover in Government. 

As you know, turnover is extremely costly. It has been estimated 
that a new employee has to serve 3 months before he begins to pro- 
duce. Then when he is going to leave the last 3 months are not 
particularly productive. —. 

Now, in your opinion, Mr. Keating, which bill would do most to 
stabilize Federal employment’ ‘That is the administration bill or 
S. 2875 ¢ 

Mr. Kratinc. Well, that is easy to answer, S. 2875 would do far 
more. 

The pay of Federal employees and postal employees usually lags 
behind increases in outside industry. Pay is usually regarded as 
poor in Government service but it is often said and with a great deal 
of truth, that many people select Government service because of the 
security provided in Government service and the cornerstone of se- 
curity in the Federal service has been the civil-service retirement law. 

If the confidence in the civil-service retirement law is weakened, 
and it certainly will be by any coordinated plan, then instead of turn- 
over becoming less, in my opinion, it will become greater. The em- 
ployee will have his protection whether he is in or out and the amount 
of protection provided for by civil-service retirement certainly under 
the Carlson plan certainly will not provide for stability in employ- 
ment and do just the opposite in my opinion. 

The Johnston bill, on the other hand, by improving survivorship 
benefits and providing a little more realistic annuity will have the 
tendency of keeping people in Government. It will provide for long- 
term civil-service employees. 

Mr. Keruin. In other words, the Johnston bill would contribute to 
career service whereas S. 3041 would perhaps tear apart the career 
service, in your opinion ¢ 

Mr. Kreative. In my opinion, it very definitely would. 

Mr. Brawtey. In other words, there would be a great saving in the 
cost of training new employees who go in and out of service? 

Mr. Keatine. That is right. 

Mr. Braw ey. If the Johnston bill were enacted ? 

Mr. Keating. You would have a very fine stabilizing effect in Gov- 
ernment employment. 

Mr. Kerurn. I think that is important, do you not? 

Mr. Keatine. I think it is most important. 

Mr. Kertix. Thank you. That is all. 

Mr. Brawtey. The next witness, Mr. Chairman, is Mr. Leo George, 
president of the National Federation of Post Office Clerks. 

Senator Scorr. Mr. George. 

Mr. Grorce. Mr. Chairman, my statement will be very brief. I feel 
that after the statement you have just heard there is no necessity 

Senator Scorr. Will you give your name for the record ? 
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STATEMENT OF LEO L. GEORGE, PRESIDENT OF THE NATIONAL 
FEDERATION OF POST OFFICE CLERKS 


Mr. Grorce. Leo EK. George, president of the National Federation 
of Post Office Clerks. 

First, I want to deliver a message to the committee from Mr. Paul 
Castiglioni, legislative director of the National Federation of Motor 
Vehiele Employees who, unfortunately, became a victim of one of his 
own engines over the weekend and is unable to be here. 

Also, I will say that I am here because of the serious illness in the 
family of Mr. Hallbeck which made it impossible for him to be here. 
He has a prepared statement. 

Senator Scorr. Would you like to read that or just submit it for 
the record ? 

Mr. Gerorce. I do not think, Mr. Chairman, it would be necessary 
to read it. 

I want to mention two of the points brought up by Mr. Deedle that 
we, as well as the rest of those in the Government Employees Council 
are wholeheartedly opposed to any coordination or you might say 
confusion with social security, and we are also under the present cir- 
cumstances not only in favor of Mr. Johnston’s bill, S. 2875. 

Senator Scorr. Would counsel like to ask any questions? 

Mr. Braw.ey. I would just like to ask Mr. George the same question 
I asked of Mr. Keating. 

If you had your choice between no liberalization at all in the retire- 
ment system and S. 3041, which would you choose / 

Mr. Grorcr. The membership of our organization are on record as 
absolutely opposed to coordination with social security under any cir- 
cumstances, and my reply would be that I am speaking for 100 percent 
of our organization saying that we would prefer no legislation at this 
session as to any coordination with social secur ity. 

Mr. Braw.ey. That is all. 

Senator Scorr. We will have the statement of Mr. Hallbeck now. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE DIRECTOR, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Hauureck. In order to identify myself for the record, I am 
E. C. Hallbeck, legislative director of the National a of 
Post. Office Clerks, ‘with offices at 711 14th Street NW., Washington, 
D.C. 

I should say at the outset that we are highly pleased and gratified 
at the prompt action this subcommittee and the Senate Committee on 
Post Office and Civil Service, is taking on the retirement question. 
Certainly, insofar as postal and other employee groups are concerned, 
it is one of the most important questions before the 84th Congress. 

A rather surprisingly large number of bills to amend the Civil 
Service Retirement Act are before the committee and of all these bills, 
S. 1153 is beyond all doubt the most desirable from the en iployee 
standpoint. On the other hand, the latest bill introduced, S. 3041 is, 
in the view of virtually every employee, the least desirable. 

In between these two poles, so to speak, is the bill, S. 2875, which 
would provide many needed improvements in the retirement struc- 
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ture, including a new and more logical formula for the computation 
of annuities: an improved optional retirement procedure; much 
needed liberalization of the widow and dependent benefit features; 
improved disability retirement benefits with a much needed minimum 
benefit provision; a sound mandatory retirement feature, and several 
administrative improvements. 

I understand that this subcommittee would prefer to confine testi- 
mony to the bill, S. 2875, but I hope that this will not preclude eon- 
sideration of some of the more desirable features of the earlier bill, 
S. 1153. Particularly, I believe you should give very serious, and 
I would hope, favorable consideration to the matter of computing all 
annuities on the same formula that is provided for Members of the 
Congress. In other words, on the basis of 21% percent of salary rather 
than 2 percent as provided in the bill, S. 2875. 

I have said that the bill, S. 3041, is the least desirable in the view 
of virtually every employee. As a matter of fact, I do not know of 
a single employee or employee organization in sympathy with the view 
that there should be a joint coverage of employees under the civil- 
service retirement and social-security systems. The employees take 
the position that any benefits which would be made possible by such 
joint coverage could just as readily and as cheaply be made available 
through proper amendment of the Retirement Act. 

Employees have a real and very valuable stake in civil-service re- 
tirement because they have been making important contributions to 
that fund for more than 35 years. They started making those con- 
tributions before social security was ever heard of and they have paid 
to date more than $5 billion as their share of the cost. With an invest- 
ment of that sort, they are understandably suspicious of anything that 
would in the slightest degree detract from its value. They feel some- 
thing like the wealthy widow who was being courted by an insolvent 
bum. They cannot be sure whether it is love or avarice that makes 
them so desirable. Not being sure Federal employees are noticeably 
shy about any understanding let alone an engagement or marriage 
between civil-service retirement and social security. 

We know that there is nothing in the bill S. 3041 which would actu- 
ally merge the two systems. However, we are mindful of the old 
Arab proverb: “Once a camel gets his nose under your tent, you are 
soon living with a camel.” We sincerely believe that S. 3041 is only 
the opening wedge, and that once such legislation i is enacted the day 
of the actual “marriage” or merger of social-security and civil-service 
retirement will not be too distant. I think it is safe to say that postal 
employees do not want such a merger or S. 3041 at any price. 

What we do want is a modern retirement system, within the frame- 
work of the present act, which will provide a reasonable annuity after 
30 years of loyal and faithful service, with adequate provisions for 
the widows and dependents of employees or annuitants and protection 
against the hazards that make disability retirement necessary before 
a normal retirement age, at a price which the employee can afford to 
pay. These benefits can be provided under the Civil Service Retire- 
ment Act and the bills S. 1153 and S, 2875 most nearly approach that 
objective. 

If, as I suspect, S. 2875 is to be the principal vehicle considered by 
this subcommittee, T suggest that you seriously consider amendments 
which we believe will strengthen and improve the bill. 
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Because some pay acts define “basic salary” to exclude longevity 
pay and since there is no desire to exclude longevity pay from average 
salary for purposes of computing annuities, we suggest an amend 
ment to section 1 (e), adding after the words “basic salary” on line 
12, the words “including longevity or meritorious pay.” 

Under the Railroad Retirement Act, officers of the railroad em- 
ployee organizations are covered for the purposes of that act while 
so engaged. We believe similar consideration should be extended to 
officers of the Federal employee organizations and suggest that this 
purpose can be accomplished by amending section 3 (c) to add the 
words, “while serving as an officer of an employee organization, or” 
after the word “or” on line 11. 

We are particularly pleased with some of the optional features of 
section 6 of S. 2875. Certainly this section is a considerable improve- 
ment over present law. It will provide for what amounts to an op- 
tional retirement after 30 years of service with a reduction in annuity 
based on the age of the employee. Frankly, we take the position that 
there should be no reduction in annuity, regardless of the age of the 
employee, after he has performed 30 years of service. We know that 
there are some who will claim that the cost of such a program would 
be prohibitive. However, experience with optional retirement to date 
indicates that only a relatively small minority of employees elect to 
retire at an early age unless there is some all-compelling reason for 
such action. The principal reason is the health of the employee or his 
family. The number of employees who would actually retire at an 

early age is necessarily limited by the laws of economics. The man of 

50 to 55, for example, ordinarily has family responsibilities such as 
children in school or college, a home only partly paid for, and things 
of that sort, which make it virtually impossible for him to even think 
of anything which would have the effect of reducing his take-home pay. 
The jobs which people of that age could obtain in private industry 
usually pay a wage so low that the combination of that wage with an 
annuity is actually less than the employee receives in Government 
work. For that reason, we feel that optional retirement at an early 
age would be limited to those for whom there was a compelling necessity 
and the ultimate cost to the retirement system would be much less than 
commonly estimated. 

Section 7 deals with retirements caused by disability of the employee. 
In this field, there is a notable need for improvement. The provisions 
of present law, particularly in cases where the employee has only lim- 
ited service, are woefully inadequate. By providing for a minimum 
annuity of 40 percent of average salary, in cases of disability retire 
ments, section 9 of the bill S. 875 goes a long way in the right direc- 
tion. My own view is that it would be entirely just and equitable to 
retire an employee on a minimum of half pay w henever permanent dis- 
ibility makes retirement necessary. In this respect, the provisions of 
S. 1153 are far superior. 

There is one feature of section 7, however, with which we are not 
m agreement. I refer to section 7 (d) which deals with the partial 
recovery of a disabled annuitant and which would discontinue an an- 
nuity whenever the income of the annuitant for 2 succeeding calendar 
vears is equal to 80 percent of his salary immediately prior to retire- 
ment. This provision would be bad enough if wages were at all times 
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stable, but I invite the subcommittee’s attention to the fact that a 
post-oflice clerk who was retired on acocunt of disability in 1948 would 
be dropped from the annuity rolls whenever his income approximated 
$1,600 a year, despite the fact that $1,600 per year today is actually 
only about 30 percent of the wage the same annuitant would be receiv- 
ing if his enforced retirement had not been necessitated by reason of 
disability. Thus, employees whose annuities, based on their average 
wage at time of retirement, were meager, at best, would be further 
penalized whenever their earning capacity from the operation of a 
newsstand, for example, approached $125 per month. I cannot believe 
that this is what Senator Johnston intended and I recommend that the 
last. sentence in section 7 (d) be stricken from the bill. 

The survivor benefits provided by S. 2875 are greatly to be desired. 
In addition to providing an automatic coverage for the widow of 
an annuitant, the bill provides for increased benefits for the surviving 
widow and children of an employee who dies before becoming eligible 
for retirement. It isin this field that the benefits of the Social Security 
Act are generally more liberal than the benefits provided under the 
Civil Service Retirement Act. This is probably the major factor in 
the argument in support of coordination of the two systems. The 
proponents of coordination would have us believe that there is some 
magic formula in the social-security structure which makes these 
benefits possible at a cost below the costs of these same benefits pro- 
vided in any other system. We take the position that the costs of like 
benefits would be the same under any system and that any seeming 
difference in favor of social security occurs only because the social- 
security rate at the present time does not truly reflect the costs of these 
benefits. 

Section 9 (a) of the bill S. 2875 provides that in the computation of 
annuities the annuity shall be the eee of “(1) 2 per centum of the 
average salary multiplied by the total service, of (2) 1 per centum of 
the average salary: * * *” We strongly urge that this section be 
amended by striking out the figure “2” in line 13 on page 21 of the 
bill, inserting in lieu thereof the figure “214” and that the figure “75” 
in line 16, page 21 of the bill be stricken, inserting in lieu thereof the 
figure “80.” These amendments will have the effect of providing the 
same formula for the computation of employees’ annuities as that 
provided for Members of Congress in section 9 (c) of the bill and 
retaining the present maximum annuity of 80 percent of average 
salary. 

Section 9 (g) of the bill provides for the designation by unmarried 
employees of a beneficiary having an insurable interest to receive an 
annuity after the death of an annuitant. In order to establish such 
2 joint annuity, it is necessary that the employee be in good health at 
time of retirement and that he take a 10-percent reduction in annuity, 
plus an additional 5 percent reduction for each full 5 years the person 
designated is younger than the retiring employee. 

In most instances that have come to my attention, the people who 
would take advantage of this provision are those who have dependent 
parents. That is particularly true of women employees. Under the 
circumstances, it appears inequitable to require an employee to take 
a reduction of 10 percent in order to protect people who are older 
than he and whose normal life expectancy is considerably less than the 
employee. 
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We suggest, therefore, that this section be amended to provide that a 
parent or parents may be designated by an unmarr ied employee to 
receive an annuity after death of an annuitant under the same condi- 
tions as those applicable to a wife or husband in section 9 (f). 

Section 15 of the bill deals with exemption from legal processes. We 
feel that this section should be amended to provide an exemption 
from Federal income taxes in the same manner and to the same extent 
as exemptions are granted to beneficiaries of the Railroad Retirement 
and Social Security Acts. 

With these suggested amendments, we feel that the bill S. 2875 
would receive the complete endorsement of every employee and that 
its enactment in that form would make the career service of our 
Federal Government much more desirable. 

In closing, I want to thank the members of this subcommittee for 
the time and attention being given to this very important subject and 
to express the hope that this legislation will be enacted during the 
eurrent session of the Congress. 

Thank you. 

Senator Scorr. The next witness, please. 

Mr. Brawtey. The next witness is Mr. William Thomas, president 
of the Nationa! Postal Transport Association. 

Senator Scorr. I want to thank you for your snappy appearance. 

Mr. Grorce. Thank you. 

Mr. Ritey. Mr. Chairman, my name is John L. Riley, and I am 
submitting this statement for the record in behalf of W. M. Thomas, 
our national president who was taken suddenly ill this morning, but 
in order to expedite the hearings I am just going to submit the state- 
ment for the record with the brief observation that the members of 
the National Postal Transport Association are heartily in favor of 
S. 2875 and counterwise we are opposed to the provisions of S. 3041 
which would consolidate or coordinate the civil. service system with 
the social security under the Social Security Act. 

(The statement is as follows:) 


STATEMENT oF W. M. THOMAS, PRESIDENT, NATIONAL PosTaAL TRANSPORT ASSOCTIA- 
TION, PRESENTED BY JOHN L. RILEY 


Mr. Chairman and members of the subcommittee, for the purpose of identifi- 
cation, my name is W. M. Thomas. I am president of the National Postal Trans- 
port Association, with a membership of approximately 28,000. Our members 
perform service around the clock in railway post offices, highway post offices, 
air mail fields, terminal RPO’s, transfer offices, and as clerks assigned to the 
various regional offices of the postal trasportation service. 

We desire to commend Senator Johnston for the introduction of S. 2875. We 
believe the liberalizing provisions of S. 2875 will bring the Civil Service Retire- 
ment Act abreast of present-day needs. 

Members of our association are especially pleased by the proposed amendments 
to the Retirement Act which increase the formula for computing annuity from 
1% percent to 2 percent of the highest average salary for 5 years; the automatic 
survivorship benefits for windows, up to $4,000; minimum annuities for those 
who are compelled to retire on disability; inc reased benefits for widows and 
children of those who die in service; and many other liberalizing amendments 
provided for in the bill. These amendments will go far to bring the Retirement 
Act nearer to the goal of perfection. With three minor changes or clarifications, 
the National Postal Transport Association supports S. 2875 wholeheartedly. 

We are apprehensive as regards the definition of “basic salary” as set forth 
in section 1 (d). Present law defines “basic salary” as meaning average basic 
salary, pay, or compensation received by the officer or employee during any 5 
years of allowable service. When the longevity grades were established, the 
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Comptroller General ruled that, since the word “compensation” was used in the 
definition of basic salary, the longevity grades may be added when computing 
the highest average for a 5-year. period. 

In the language proposed by 8. 2875, section 1 (1) states that basic salary shall 
not include bonuses, allowances, overtime pay, : \ilitary pay, or salaries given 
in addition to the base pay of the position as fixe:i by law or regulation. We are 
apprehensive, therefore, that in the event the question is submitted to the 
Comptroller General as to whether the longevity und meritorious grades may be 
used in computing the highest average salary fo: 5 years, that he would hold 
that. since the compensation given in addition to the base pay of the position as 
fixed by law or regulation has been specifically «excluded under section 1 (4d), 
longevity and meritorious grades may not be used when computing the highest 
average salary for the highest 5 years of allowable service. We therefore recom- 
mend that the definition of basic salary as defined in section 1 (e) be changed 
by adding the words “longevity or meritorious grades’, following the words 
“basic salary” in line 12 of section 1 (e) Thus, there would be no doubt as to 
the intent of the Congress. 

We also note that section I-1 provides that the crediting of interest on salary 
deductions will be discontinued as of December 31, 1956. The reason given in 
the analysis prepared by your staff set forth that the crediting of interest on 
salary deductions plus the protection afforded by the Retirement Act amounts to 
dual benefits. In our opinion, such reasoning is untenable. 

We are mindful, of course, that the liberalizing provisions of S. 2875 will 
increase the cost of operation of the Civil Service Retirement Act, and, wishing 
to cooperate with the committee in keeping costs under control, we therefore 
interpose no objection to the discontinuance of crediting interest on retirement 
deductions. However, we recommend that, when reporting on the bill, it should 
be clearly stated that the discontinuance of crediting interest on salary deduec- 
tions will effect a savings of many millions of dollars to the Government, which 
will assist materially in defraying the cost of the liberalizing provisions of 8. 2875. 

In connection with the recovery of employees who retired because of total 
disability, present law provides that: “If an annuitant shall recover before 
reaching age 60 and be restored to an earning capacity which would permit him 
to be appointed to some appropriate position fairly comparable in compensation 
to the position occupied at the time of retirement, payment of annuity shall be 
continued temporarily to afford the annuitant opportunity to seek such available 
position, but not in any case exceeding one year from the date of medical 
examination showing such recovery.” 


S. 2875, section 7-4, sentence beginning line 25, provides: 


Jarning capacity shall be deemed restored if in each of the two succeeding 
calendar years, the income of the annuitant from wages or self-employment, or 
both, shall equal at least 80 percent of his salary immediately prior to retirement. 

We believe that the language employed in the above quotation from 
S. 2875 is harsh and inequitable. We therefore recommend that section 
7, paragraph d, as quoted above, be stricken and the language of the 
present law be substituted. 

With these three changes, our association heartily endorses S. 2875 in 
toto and we urge its speedy enactment into law. 

In closing, may we also observe that we have carefully analyzed the 
provisions of S. 3041, introduced in the Senate by Senator Carlson and 
which embodies the recommendations of the Kaplan committee. We 
are definitely opposed to any coordination between the Civil Service 
Retirement Act and the Social Security Act and therefore wish to 
register our disapproval. . 

Senator Scorr. Would counsel like to ask any questions? 

Mr. Brawtey. No questions. 

Senator Scorr. The next witness. 

Mr. Brawtey. The next witness ts Mr. James A. Campbell, presi- 
dent of the American Federation of Government Employees. 

Senator Scorr. Mr. Campbell, would you give your name for the 
record, please ? 
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STATEMENT OF JAMES A. CAMPBELL, PRESIDENT OF THE 
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. CampseEi.. Mr. Chairman, my name is James A, ¢ Campbell, I 
am president of the American Federation of Government Employees, 
an organization made up of Government employees in all agencies 
and departments of the Government. 

Senator Scorr. Do you want to read your statement ¢ 

Mr. Campsety. I would like to read a part of it, Mr. Chairman, if I 
may. 

Senator Scorr. All right. 

Mr. CampsBe.L. | would like to begin by expressing gratitude of my 
organization to the chairman and to the committee for introducing 
S. 2875 which we believe is a very fine improvement and a much needed 
improvement to our Retirement Act. 

In our evaluation of the present retirement law and in determining 
what changes should be made in the law, we might well be guided by 
this broad criterion: How well does the present civil-service retire 
ment law meet the needs of Federal employees and operate in the 
interest of their employer ¢ 

Objective analysis has shown that in varying respects it fi alls short 
of meeting the reasonable needs of the employs es. Furthermore, the 
added improvement which would be made in benefits to employees 
would redound to the interest of the Government, their employer, for 
even moderately satisfactory retirement benefits are an attraction to 
persons ¢ ‘ontempl: iting a civ il-service career and an incentive to remain 
in Government employme nt. First, permit me to state the basic posi- 
tion of the American Federation of Government Employees with re- 
spect to the two fundamentally different approaches to the modifica- 
tion of existing retirement law, which are typified in the bills before 
the committee. 

The one, S. 3041, which embodies the administration series of 
changes in the retirement law, does not satisfy the tests of a satisfactory 
bill. It embodies a basic concept to which our organization, along 
with others in the labor movement, is fundamentally opposed. The 
bill, S. 3041, has for its central feature the objective of integration of 
the social-security and civil-service retirement systems. That is the 
highlight of this bill. It also is the cornerstone of the recommenda- 
tions formulated by the Kaplan committee. In proposing this link- 
ing of the two systems, the bill does not afford the desired improve- 
ment in the ¢ ane service system. 

The bill, 3041, is especially beneficial to two groups: (1) the 
employee ‘iS relatively short Government service and (2) the 
individual who includes one or more short periods of Federal service 
with much longer service in private industry or with some other 
governmental jurisdiction. The equity of these two groups should 
not be ignored, but its recognition should not determine the pattern 
of benefits to be provided the employee who makes the Federal service 
his lifetime career. 

There is no need for this confusion of equities of these two groups 
of employees—the careerist and the short-term or in-and-outer, whose 
employment is mostly out of the Federal service. It is possible to 
solve the problem to the benefit of both groups. Devising some plan 
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of transfer of credits should take care of the inequity which ad- 
mittedly exists. It has been done in the railroad retirement system, 
and it can be done for those Federal employees who leave after a few 
years of service. We can see no justification for placing all Govern- 
ment employees partly under social security and partly under the civil- 
service retirement system. Whatever additional benefit is added to 
the civil-service portion of the total annuity can just as well be pro- 
vided in an outright improvement of the retirement system. 

Now, as to the series of changes proposed in the bill, 8. 2875, which 
has been sponsored by the chairman of the Senate Post Office and 
Civil Service Committee. The National Executive Council of the 
AFGE endorsed this bill in principle at its meeting in Washington 
last week. It is aimed at the improvement of the civil service retire- 
ment system. In that respect it fulfills the desires of our membership. 
The bill consolidates the gains that have been made during the 25 
years since the retirement system was established, and provides for 
additional development. 

There are several changes in the bill which are desirable to the 
members of the AFGE, but before proceeding to point them out in 
relation to the specific sections involved, it is desired at this point to 
approve wholeheartedly the increase in the percent of average salary 
used as the basis for computation of the annuity provided in changes 
proposed in section 9 of the present law. This proposed change 
coincides with the recommendation of our last national convention. 

A further change proposed in the same section would materially 
reduce the amount by which the annuity of an employee is reduced 
if he retires before attaining age 60. This represents a substantial 
step toward retirement after 30 years’ service at any age, and the 
bill’s sponsor is to be particularly commended for this provision in 
the bill. 

Provisions in this bill granting joint and survivorship benefits have 
in several important instances been liberalized, and again the author 
of the bill is to be commended. These are highly desirable improve- 
ments, for they relate to situations which arise after the death of an 
annuitant and to conditions which at times may approach severe 
destitution. 

Another provision in this bill which provides for a change much de- 
sired by our membership is the extension of section 6 (c) of the act 
to all officers and employees in the field service of the Bureau of 
Prisons, Federal Prison Industries, Inc., and the Public Health Serv- 
ice, and to other officers and employees of the Bureau of Prisons and 
Federal Prisons Industries, Inc., whose duties bring them into direct 
contact with criminals. 

The credit for periods of service in the employ of a State or in- 
strumentality thereof, which is provided in section 3 (1), also coincides 
with a current AFGE legislative objective. It will benefit a group 
of our members who have had State service in the employment service 
program and who are now making Federal service their career. 

There has been strong sentiment expressed by some of our members 
for the basing of the — of the civil-service annuity on gross 
pay instead of the regular rate of wage or salary fixed by law or 
regulation. They would remove such increments as bonuses and over- 
time pay from the exclusions listed in the definition of basic salary in 
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section 1 (d), on the ground that they are earned compensation paid 
for inconvenience or hardship under which the work is amt 

The change provided in section 1 (1) will deprive Federal em- 
ployees of a benefit they have enjoyed since the inception of the re- 
tirement system in 1920. This allowance of interest on deductions 
from salary and on deposits to the retirement fund has been termed a 
dual benefit. That seems to be a little farfetched, for the money is 
invested and the fund is benefiting from such investment. Unless he 
is credited with interest, an employee should not be required to pay 
interest on the amount of a deposit or redeposit. 

Excluding periods of separation from creditable service only if they 
exceed three days each, as provided in section 3 (a) is very practical 
and in specific cases can “ quite beneficial to an employee. The 
periods ignored would be small but the inconvenience or loss that 
may be eliminated is much greater in proportion. 

The author of the bill is to be commended for the provision in section 
6 (d) which will benefit the employee who is involuntarily separated 
through no fault of his own and who cannot withdraw his salary deduc 
tions from the retirement fund because he has served more than 20 
years and yet does not have the 25 years of service which would 
entitle him to an immediate annuity. The cases are no doubt rela- 
tively few, but the hardship is nevertheless great for the individual 
employee. 

A provision which is definitely objectionable is the requirement in 
section 7 (d) that a disabled employee’s annuity shall be terminated 
if he is restored to an earning capacity “fairly comparable to that 
immediately prior to retirement,” the test being an income equally 
80 percent of the last rate of Government salary earned. The annuity 
is paid for a disability which made it impossible for the employee to 
continue his Government employment. What is the employee to do 
if he is unable to return to Federal employment, and is fortunate 
enough to obtain outside employment? The nongovernmental employ- 
ment may have no certainty attached to it. As a result, the em- 
ployee might lose this employment not long after the termination of 
his annuity. The test here is economic and not medical. 

On the other hand, section 7 (e) adds an improvement to the present 
law by granting an immediate annuity to an employee who recovers 
from a disability before he is 60 years old. It removed the hardship 
of lacking income during the intervening period between recovery and 
entitlement to an annuity. 

In the interest of equitable treatment, the reduction of the ceiling 
on annuities from 80 to 75 percent is not desirable. The 75 percent 
would be exceeded only in the case of rather long service. It would 
happen only if the individual entered the Federal service at an early 
age and made it his lifelong career. If we are going to encourage 
desirable persons to do just this, why should we penalize them for 
earning an annuity which bears some proportion to salary? Why is 
it right for one employee to be permitted to receive a $4,000 annuity 
because it is only 50 or 60 percent of his average salary, and wrong 
for another employee to receive $4,000 only because it bears a large 
proportion to his average salary, though it has been earned during 
considerably longer service ? 

I would go so far, Mr. Chairman, as to say that there should be no 
reduction in the amount of annuity an employee can receive under the 
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formula in this bill, for the annuity can represent a large proportion of 
average salary only if the employee has had unusually long service. 

This may be illustrated by two examples. The one is an employee 
whose average salary is $5,000, which is a rate within the GS-7 range. 
Assume that this employee entered the service at age 25 and remained 
until age 70. He has given the Government 45 years of presumably 
loyal and efficient service. His earned annuity would be $4,500 but 
it would have to be reduced by $750 to bring it down to 75 percent. 
Another employee having an average salary of $7,500 is retired after 
30 years of service. His annuity would be $4,500 all of which he 
would be permitted to keep because it is only 60 percent of his average 
salary. In his case he has given the Government 15 fewer years of 
service. If these arbitrary reductions are to be made, it is clearly 
inconsistent with other efforts to persuade valuable employees to 
remain in Government service. 

In general, S. 2875 is a good bill, and it is to be hoped that the com- 
mittee will see fit to support it favorably with the changes suggested. 
In closing, I would like to express my appreciation to the chairman 
and to the members of this committee for the opportunity to express 
the views of the American Federation of Government employees on 
this important subject of retirement. 

Senator Scorr. Thank you very much. 

Has counsel any questions ? 

Mr. Brawtry. Just one question. 

Mr. Campbell is the first of the witnesses this morning to represent 
employees of the Government other than postal employees and I think 
probably best qualified to answer from that portion of the Govern- 
ment employees about the question that Mr. Kerlin asked of Mr. 
Keating. Would you care to ask that question of Mr. Campbell now, 
Mr. Kerlin, so that we can get that in the record ? 

Mr. Kerurn. I would be very happy to because I think it is ex- 
tremely important. 

We had figures the other day, Mr. Campbell, referring to the very 
high turnover in Government. I do not need to repeat how costly 
those are and how the Government suffers when they have employees 
constantly coming and going. 

In your opinion which bill would contribute most to stabilizing the 
Federal employment ? 

T will word it another way. Which bill would contribute most to 
the career service and conversely which will do the least amount of 
good for the career service ? 

Mr. Campseti. Mr. Chairman, unquestionably S. 2875 would be 
the better of these two bills considering their merit from the stand- 
point of creating or improving a career system. The objectives of 
the two systems, the social-security system as against the civil-service 
retirement system are completely foreign. They have no relation 
whatsoever, the social-security system is a means of meeting a social 
need which was very necessary. The civil-service retirement system 
is something to attract and hold good Government employees. 

Mr. Kerirn. Thank you. 

Mr. Brwiry. And the other question I had in mind was if you had 
the choice between no retirement bill at all in this Congress and the 
retirement proposals sent up by the administration and embodied in 
S. 3041, what would your choice be ? 








ee 


seat 


eA AR lr ale Nel ai Oil tae note toe 32 tet 


er RE at ee 


ithe, seats in 


CIVIL SERVICE RETIREMENT 


7 4) 
“I 


Mr. Campset.. Without question I would say, “No bill.” 

Mr. Brawtey. That is all, Mr. Chairman. 

Senator Scorr. Thank you for your testimony and I would like to 
ask: You think this would make better Americans out of all of us; 
is that right ? 

Mr. Camppeit. Yes, sir. 

Senator Scorr. You sound like a Democrat. I do not know whether 
you are or not. 

Mr. Campee... I plead guilty. 

Mr. Brawtey. Mr. Chairman, the next witness is Thomas G. 
Walters, operations director of the Government Employees’ Council. 


STATEMENT OF THOMAS G. WALTERS, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYEES’ COUNCIL, AFL-CIO 


Mr. Waters. Mr. Chairman, with your permission I would like 
to file a statement for the record and to make 1 or 2 comments espe 
cially as it has to do with 1 or 2 suggested amendments that the Gov- 
ernment Employees’ Council feels was the most interesting and an 
oversight in this bill, S. 2875, when it was drafted. 

I am sure we all realize it is next to impossible for individuals to 
draft a bill that would not need some amendments or could not stand 
some amendments and for the record I would like to say that the Gov- 
ernment Employees’ Council endorses and supports the statement as 
presented and made by Brothers Keating, George, Thomas, and 
Campbell this morning and others of the council that will follow. 

We have held several meetings of the Government Employees’ 
Council since the introduction of this legislation and we have dis- 
cussed the two major bills pending before this committee quite at 
length and it is the unanimous thinking that S. 2875 is by far the 
better bill for the Federal and postal employees. In fact, it is my 
opinion that the 21 member unions of the Government Employees’ 
Council would not hesitate to make the statement that if they had 
to receive the so-called Carlson bill they would prefer no amendments 
to the Federal retirement system at this time. But, in principle we do 
wholeheartedly support S. 2875. 

We would like to call to the attention of this committee that on 
page 3, line 12, after the word “salary,” we suggest that the follow- 
ing words be included, “including longevity, meritorious, hazardous, 
overtime, night-differential, and territorial-differential pay.” 

Amendment No. 2: This we would suggest: That section 7, sub- 
paragraph D on page 18, beginning with the 18th line, we recommend 
that this paragraph be completely rewritten, and especially the elim- 
ination of lines 24 and 25 on page 18 and lines 1, 2, 3, and 4 on page 19. 
This has to do with employees who, on disability retirement and who, 
if they recover sufficiently and who are earning 80 percent of their past 
salary, though it might have been 10 years ago, would be dropped from 
the rolls. 

Amendment No. 3 has to do with section 5 (a) of S. 2875 and we are 
of the opinion that section 5 (a) should be completely eliminated from 
the bill. It has to do with retirement of employees in Alaska, Panama 
Canal, and other Territories. 

Mr. Brawtey. Mr. Walters, may I interject there just a moment. 
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I think your first amendment was probably not necessary but we 
will certainly look into that. We did not intend to prohibit the use of 
that pay, but this amendment 3, I remember that bill was passed in 
the Sist Congress which gave to the employees of the Panama Canal 
Zone and the Alaska Railroad employees, I think, mandatory retire- 
ment at age 62 after, I think, at least 15 years service. Do you re- 
member what the justification for that was? Why are we seeking 

Mr. Watters. One thing it is in order to attract people to go to 
those places to work, just like the differential that they pay in ref- 
erence to their salaries is to attract people and to keep them in those 
particular spots of the world to carry on the work of the Federal 
Government. 

Mr. Braw ey. In other words, the employees themselves want this 
mandatory retirement provision at age 62/ 

Mr. Watters. Yes. 

Mr. Braw ry. All right, sir. 

Mr. Watrrrs. Amendment No. 4 has to do with the question that 
Brother Keating raised this morning of certain widows who have 
never been eligible—some thirty-five or forty thousand of them— 
who have never been eligible for retirement and also to increase the 
annuities of those now on the retirement roll. 

We feel that there is great justification for those two groups of 
people to not only be covered but to have those now on the annuity 
rolls annuity increased, 

Amendment No. 5 that we would like to call your attention to is the 
effective date of this retirement bill. We do not see any reason to put 
off eating something that is good until next week or next month; 
and as good as S. 2875 is, we hope that when it is enacted into law 
it will not be deferred until January 1, 1957, to become effective. 

Then, amendment number 6, we would suggest that in section 3 
(c), page 9, line 11, after the word “or, while serving as an officer of an 
employee organization, or,” be added to strengthen the provisions of 
this legislation. 

Now, Mr. Chairman, in reference to S. 3041, it is hard for us to 
realize that you might call this whatever you may, but it seems to us 
that it is a merger of the Federal retirement system and the social 
security and we are on that question like the story of Cal Coolidge 
was about the preacher preaching against sin, his wife asked him 
how he stood on it, he says, “Well, I’m agin it,” so we are agin 
merging the Federal retirement system with social security. 

I noticed recently in the press three questions asked and it seems to 
me that they are pertinent today. Why should a retirement dollar 
purchased under the CSC system cost more than the same dollar ob- 
tained through social security?) Why should a dollar of widow’s pen- 
sion cost more? If the social security financing method really pro- 
vides more dollars at less cost why should not the civil service re- 
tirement system pattern its financing on the social-security plan? 

Now, I do not believe, and I do not think that many other people 
believe that you can collect more money or pay out more monev from 
two pockets than you can from one with it costing you less. So, Mr. 
Chairman, we trust that 








Mr. Brawtry. May I interrupt there a minute, Mr. Walters? I 
would like to have this newspaper clipping inserted in the record if the 
chairman does not mind, at this point. 
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Senator Scorr. No objection, it will be inserted in the record at this 
point. 
(The above-mentioned document is as follows:) 


{From the Washington Daily News, February 1, 1956] 
9 Tro 4: 30—YounG WILL Ark ANNUITY BENEFITS PLANS 
(By John Cramer) 


For the benefit of a Senate subcommittee, Civil Service Commission Chairman 
Philip Young today will attempt to disprove the old adage: “You can’t get some- 
thing for nothing.” 

He will tell the subcommittee the administration has a plan for greatly in- 
creasing Federal employee age retirement, disability, and survivorship benefits— 
while substantially reducing the cost to the employee, and to the Government. 

This plan, Mr. Young will say, is the so-called Kaplan plan to give Federal 
employees a combination of civil service retirement system coverage and social- 
security coverage. 

Mr. Young will be the first witness before a Post Office and Civil Service 
Subconimittee headed by Senator Kerr Scott (Democrat, North Carolina) as 
it opens hearings on the so-called Johnston bill to liberalize the civil retirement 
system. 

REPORT 


He will tell the subcommittee what he already has said in a written report: 
That the administration opposes the Johnston bill because it considers it too 
costly. 

He will say that the present civil service retirement system costs employees 
$537 million per year (or 6 percent of payroll) and costs Government $843 per 
year (or 9.42 percent of payroll). Total cost is $1,380 million per year (or 15.42 
percent of payroll). 

The Johnston bill, Mr. Young will say, would leave the cost to the employee 
unchanged at $537 million. But the cost to the Government would rise to $1,364 
million (or 15.24 percent of payroll). And the total cost would rise to $1,901 
million or 21.24 percent. 

Mr. Young then will go into the something-for-nothing aspects of the adminis- 
tration plan. 


EXPLAIN 


He will explain that the plan offers employees an 8-percent average increase 
in age-retirement annuities after 65—very greatly increased survivorship bene- 
fits for widows and children of deceased employees and deceased retirees—and 
a sharp increase in disability annuities. 

All this, he will say, can be had at bargain rates: 

Cost to the employees will be $499 million per vear (5.57 percent of payroll). 
This is $38 million less than they now pay for present civil service retirement 
system benefits alone. 

Cost to the Government will be $825 million per year (9.21 nercent of payroll)— 
or $18 million less than it now puts up to give its employees CSR benefits alone. 

Total cost will be $1,324,0C0 per year (14.78 percent of payroll) or $56 million 
less than total cost of present CSR benefits. 


TESTIMONY 


Mr. Young’s cost testimony will be solidly backed by the best available statis- 
tics and actuarial studies. No one seriously will challenge him. No one will 
suggest (and no one should suggest) that he has distorted figures merely to make 
the administration plan look good. 

Nevertheless, the Young testimony will raise pointed questions for individuals 
interested in the civil service retirement system. They may want to know: 

Why should a retirement dollar purchased under the civil service retirement 
system cost more than the same dollar obtained through social security? 

Why should a dollar of widow’s pension cost more? 

If the social security financing method really provides more dollars at less 
cost, whv shouldn't the civil service retirement system pattern its financing on 
the social-security plan? 








90 CIVIL SERVICE RETIREMENT 


Mr. Braw ey. I think the most ridiculous statement I have ever 
heard in the Senate is the recent testimony from Mr. Young that you 
could give a dollars retirement for less cost by shifting the cost from 
one pocket to the other. 

Mr. Watters. Mr. Chairman, I would like to offer three suggestions 
that might be of some help not only to this committee but to all of us. 

1. ‘To obtain the amount that the actuaries have recommended that 
the Federal Treasury pay into the Federal retirement system in the 
past 35 years. 

2. The amount of the administration in power or through the Budget 
Bureau have recommended to the Congress be appropriated for the 
Federal retirement system. 

3. The amount appropriated by the Congress over the 35-year period. 

It seems to me that if you had the answers to those three suggestions 
you would then be in a good position to ascertain what the financial 
structure would be today of the Federal retirement system had the 
actuaries’ recommendations been followed or if the Budget Bureau 
recommendations had been followed. 

Now, Mr. Chairman, since you mentioned 12 o’clock, I am beginning 
to get hungry, so I will, with your permission file the statement and 
thank you very kindly for being given the opportunity to appear and 
present our views. 

Senator Scorr. Thank you. Before you leave the stand I want to 
take this opportunity, I have said it once before perhaps here, to pay 
tribute to the rural mail carriers of North Carolina and I do that in 
all sincerity and any postoflice employee that has never visited North 
Carolina if he wants to do it some time, go anywhere you want to, 
especially get out in the country, and I say that for a definite reason, 
because had it not been for the rural mail carriers, both Democrats and 
Republicans who got behind the roadbuilding program down there 
in the State we would never have had the road program we have now 
and you could well do it somewhere along the line, erect a memorial 
to the rural mail carrier of North Carolina, Democrats and Republi- 
cans, for what they did in putting over the road program because we 
would not have had it were it not for them. 

Then, on top of that, they showed rare good judgment, too, in send- 
ing the present United States junior Senator up here. You would not 
have had as good a one as you have if you had not have done that. I 
am sure of that. 

Mr. Watters. Thank you, Mr. Chairman, for those comments, and 
I certainly agree with you, especially as to the latter matter relating 
to the Senator from North Carolina. 

I would like to say that could be definitely said of my home State as 
you well know. I served as a rural carrier for some 25 years from 
1923 up to the time I came to Washington, and the rural carriers of 
that State have certainly trailed the way in improving the roads of 
Georgia. We did not, get started as quickly as you good people of 
North Carolina but we are pushing you for a close second now, I am 
glad tosay. But, we still have a long way to go; but the rural carriers 
have done a lion’s share of promoting the sentiment for improved 
roads in the State of Georgia and I am sure that is true in many, many 
other States throughout the country. 
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Senator Scorr. Well, they are due the entire credit for putting over 
the road program, in my opinion, both Democrats and Republicans, the 
rural mail carriers of North Carolina. 

Mr. Waters. Thank you, Mr. Chairman. 

Senator Scorr. The statement of Mr. Walters will be inserted in the 
record at this point. 

(The above-mentioned document is as follows: ) 


STATEMENT OF THomas G. WALTERS, OPERATIONS Drrectror, GOVERNMENT 
EMPLOYEES’ CounciL, AFL-CIO 


Mr. Chairman and members of this committee, by way of introduction, my name 
is Thomas G. Walters, operations director of the Government Employees’ Council 
of the American Federation of Labor, 100 Indiana Avenue NW., Washington 1, 
D. C., phone Executive 3-2820 and 3-2821. 

The Government Employees’ Council of the American Federation of Labor is 
made up of 21 national and international unions whose membership, in whole or 
in part, are civil-service employees. ‘The total Federal and postal employee 
membership of the Government Employees’ Council is more than 500,000, 

Mr. Chairman and members of the subcommittee, the officers, delegates and 
employees of the Government Employees’ Council, AFL-CIO appreciates Senator 
Johnston, chairman of this outstanding committee, introducing S. 2875, and we 
desire to compliment the staff of this committee in the preparation of the analysis 
of S. 2875. The analysis is prepared in language that laymen can well under- 
stand, and our congratulations and thanks are extended to Mr. H. W. Brawley 
and his assistants in the preparation of this analysis. 

Mr. Chairman and members of the committee, we were delighted when our 
great chairman named a special subcommitte to hold hearings on the retirement 
question and we were extremely happy when we were notified of the make up of 
this committee. We congratulate you, Mr. Chairman, on the early hearings of 
this most important legislation and we trust that it will be expedited through 
the Congress and will become law in the immediate future. 

S. 2875's approach to the liberalization of the Federal retirement system is a 
commendable step in the right direction. It is next to impossible for individuals 
to prepare a bill that could not in some small measure and in some instances be 
amended to make it a better bill or a better piece of legislation. Therefore, Mr. 
Chairman, I have been authorized and instructed by the retirement committee 
of the Government Employees’ Council to offer a few amendments that we believe 
would greatly strengthen the provisions of 8. 2875. 


Amendment No.1 


On page 3, line 12, after the word “salary” we suggest that the following words 
be included: “including longevity, meritorious, hazarifous, overtime, night differ- 
ential and territorial differential pay.” Or, perhaps, Mr. Chairman, it might be 
better: to use the words “gross pay” and that would include the entire pay 
received by the Federal and postal employees. 


Amendment No. 2 


Section 7, subparagraph D, on page 18, beginning with the 18th line, we recom- 
mend that this paragraph be completely rent itten, and especially the elimination 
of lines 24 and 25 on page 18 and lines 1, 2, 3, and 4 on page 19. Mr. Chairman, 
we do not see any justification to penalize an employee who is disabled in the line 
of duty. 

The intent of section 7, subparagraph D, part 3, would at all times place the 
employee at a disadvantage and somewhat at the mercy of the head of an agency, 
but when he was dropped from the annuity roll his former salary may have been 
tremendously increased. Concrete examples could be named of employees that 
were retired on disability in the early 1940’s and who would be dropped from the 
annuity roll whenever their income approximated $1,600 a year, despite the fact 
that as of today $1,600 would be about 30 percent of the salaries of the same 
employees if they had been permitted to stay in the service but who were retired 
in the early 1940’s on disability retirement. 

We are sure that the sponsor of this legislation did not intend for employees 
to be penalized, therefore, we strongly recommend that this section be stricken 
from the bill. 
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Amendment No. 8 


It is our opinion that the wording of S. 2875 would penalize the employees of 
the Panama Canal Zone and I am sure that it was not the intention of those who 
prepared this bill to do an injustice to anyone; therefore, we strongly recommend 
that a deinite provision be inserted in S, 2875 to protect the enpioyees of the 
Panama Canal Zone, especially as to their 62 years of age retirement and their 
differential. 


Amendment No. 4 


For many years the Government Employees’ Council has advocated that the 
widows of those employees who retired between April 1, 1948 and October 1, 1949 
should be eligible for an annuity. We likewise very definitely favor and support 
increases for all annuitants now on the roll. 

If at all possible would like to see S. 2875 amended to include these people but 
if not we strongly support legislation now pending before this committee to adjust 
these injustices. 


Amendment No. 5 


We note that the effective date as outlined in section 5 on page 40 is January 
1, 1957. With all the good things contained in S. 2875 we see no good reason why 
those retiring should b2 deprived of these privileges any longer than it is 
absolutely necessary; therefore, we recommend that this bill be amended to 
become effective either June 30, 1956 or September 30, 1956. 


Amendment No. 6 


The Government Employees’ Council respectfully urges this committee to add 
the following words in section 3 (c) page 9, line 11, after the word “or”, 
“wh le serving as an officer of an employee organization, or’’. 

We sincerely recommend that the above six suggested amendments be in- 
corporated in the subcommittee’s recommendations to the full committee. 

With these mincr amendments, Mr. Chairman, we believe that S. 2875 should 
immediately be approved and enacted into law, and we assure you we will do 
all we can to assist the subcommittee and the full committee in bringing to a 
successful conclusion the intent and approach as offered by Senator Olin D. 
Johnston in the introduction of 8. 2875. 

Mr. Chairman and members of the committee, 8. 3041 and other bills affecting 
our retirement system are pending before this committee. We would like to 
publicly state that in our honest opinion the Federal retirement system and 
the social-security system were established for two distinet different purposes. 
Since the enactment of the social-security law it has constantly been a desire 
of some pecple to merge the Federal retirement system with the social-security 
system. We of the Government Employees’ Council have consistently opposed 
this merger. In our op/nion the provisions of S. 3041 may be called by any 
other name except merger, but actually it can be nothing short of a merger 
of the Federal retirement system with the social-security system, and this we 
definitely oppose. Therefore, Mr. Chairman, I have been authorized by the 
officers and delegates of the Government Employees’ Council to vigorously 
oppose the approach as outlined in S. 3041. There can be no justification and 
I cannot understand how it can be done cheaper by paying an employee or 
annuitant from 2 pockets instead of making the whole payment from 1 pocket. 

Mr. Chairman and members of this subcommittee, for more than 15 years 
I have appeared before the House and Senate committees on legislation and 
allied problems. Every time that amendments have been offered to the Federal 
retirement system some people always leave the impression that if the pending 
amendments are adopted it would wreck the financial structure of the Federal 
retirement system. Generally speaking the administration has alwuys over- 
estimated the cost of amendments to the Federal retirement system. I trust 
that the members of this committee and the Congress will keep in mind that for 
more than 35 years the employee deductions have more than paid for the benefits 
that have been paid to annuitants. In fact, the employee withhold.ngs have 
by more than $800 million exceeded the benefits paid to annuitants. In other 
words, the employees have more than financed the Federal retirement system. 
if the Congress had appropriated the moneys from year to year that have been 
requested the Federal retirement system balance today would be in staggering 
financial figures, as we now have in the fund more than $6 billion. 

With these facts before us we can see no justification why all the benefits 
that are provided for in S. 2875, including the Government Employees’ Council 
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nmendments, cannot be financed under the present financial structure of the 
Federal retirement system, providing, of course, the Federal Government as- 
sumes their just and fair share of the financial responsibilities and the Congress 
appropriates money in keeping with good business administration 

Mr. Chairman, would it be out of order for me to suggest that your committee 
be furnished the following financial figures over the past 35 years: (1) The 
amount that the actuaries recommended that the Federal Treasurer pay into 
the Federal retirement system. (2) The amount the administration in power 
or through the Budget Bureau have recommended to the Congress be appro- 
priated for the Federal retirement system. (3) The amount appropriated by 
the Congress over the 35-year period. 

It is my opinion that this type of information will answer once and for all 
many of the questions that have come to the attention of this committee during 
these hearings. 

We are strongly convinced that the future would be much brighter and much 
more secure for Federal and postal employees to have enacted into law the 
provisions of S. 2875 with the amendments that we have suggested than to 
have enacted into law the provisions of S. 3041. It is possible and most prob 
able that if S. 3041 should be enacted into law that in the near future the de- 
ductions from the Federal and postal employees’ salaries would be much greater 
than if the provisions of 8S. 2875 with the suggested amendments were enacted 
into law. 

We strongly support the intent of S. 2875 and just as strongly oppose the 
intent of S. 3041. 

Mr. Chairman and members of the subcommittee, again we express our 
thanks to you fer holding and expediting these hearings and assuring you that 
we always appreciate the opportunity of appearing before this committee and 
stating our position on pending legislation. 

Mr. Brawtey. Mr. Chairman, the next witness is Mr. Alfred Beiter. 
Mr. Beiter is wearing two hats today, I do not know which one he 
wants to put on first. 

Senator Scorr. Give your name for the record. 

Mr. Betrer. Mr. Chairman, my name is Alfred F. Beiter, and I 
am legislative representative of the National Association of Retired 
Civil Employees and I also am the president of the National Customs 
Service Association. It is my understanding that I may be permitted 
to testify in behalf of the Customs Service Association immediately 
following my testimony for the retired employees. 

Senator Scorr. In other words, you are not going to testify for and 
against yourself at the same time? 

Mr. Berrer. Mr. Chairman, I have a statement that I would like to 
submit for the record and then I will proceed to give a summary of 
that statement. 

Senator Scorr. That will be inserted in the record at this point. 

(The above-mentioned document is as follows:) 


BRIEF OF THE NATIONAL ASSOCIATION OF RETIRED CIVIL EMPLOYEES 


Mr. Chairman and members of the committee, my name is Alfred F. Beiter 
and I represent the National Association of Retired Civil Employees, an organ- 
ization of retirees receiving annuities under the Civil Service Retirement and 
Disability Act. I am accompanied by a member of our legislative committee, 
Hon. Addison T. Smith, a former member of the House of Representatives for 
20 years, and also by our national officers—Frank J. Wilson, president; Walton 
Ralph Edmonds, first vice president, and Clarence L. Williams, secretary. Our 
association celebrates its 35th birthday this month. It has a membership of 
82,000 and has 553 chapters in the United States, the Panama Canal Zone and 
the Philippine Republic. The chapters in 16 States have organized State federa- 
tions. 

We are here to endorse the provisions of the bill under consideration, §. 2875, 
to respectfully suggest certain amendments and to urge your committee to give 
expeditious and favorable consideration to the bill, and to the amendments we 
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propose. We suggest an amendment to provide for annuity increases for the 
annuitants and survivors who may be on the civil-service retirement roll at the 
date of enactment of the bill. We propose an amendment about as follows: 

(a) “The annuity of any employee who, before the date of enactment of this 
Act, was retired and is receiving or entitled to receive an annuity from the fund, 
shall be increased, effective on the first day of the second month following enact- 
ment of the Act, by $100 plus $10 per each two full months elapsed between the 
commencing date of annuity and the date of enactment of this Act: Provided, 
That such increase in annuity shall not in any case exceed $300.” 

(0) “The annuity of any survivor, except children covered in the next para- 
graph (Cc), who, on the date of enactment of this Act is receiving or is entitled 
to receive an annuity based on the service of a former employee, shall be in- 
creased, effective on the first day of the second month following the date of 
enactment of this Act, by $80.” 

(c) “The annuity of any child who, on the date of enactment of this act, is 
receiving or is entitled to receive an annuity based on the service of his 
parent shall be increased by $50, effective on the first day of the second 
month following the date of enactment of this act: Provided, That the annuity 
of each such child shall not at any time exceed $1,200 divided by the number of 
child en then receiving annuity.” 

This amendment is similar to certain provisions of section 15 of S. 1153 in- 
troduced at the 1st session of this 84th Congress by the chairman of the 
Senate Post Office and Civil Service Committee, Hon. Olin B. Johnston, ex- 
cept that the amount of the benefits proposed by Senator Johnston have been 
substantially reduced. 

This amendment follows the principle recommended by the Kaplan Com- 
mittee, which states (p. 23 of Report No. 5) as follows: 

“The Committee believes that it is incumbent on the Congress when adjust- 
ing the current pay of Government employees, or when liberalizing the formula 
for future annuitants, to reexamine the benefits paid to annuitants already on 
the rolls with a view to adjusting their annuities as warranted.” [Italics sup- 
plied. } 

S. 2875 as introduced does very appropriately liberalize the formula for 
future annuitants, but it does not provide for the adjustment of annuities for 
persons already on the rolls, hence, we deem it proper to request such an ad- 
justment. This is one proposal of the Kaplan Committee which we believe will 
not be controversial and which is capable of action by Congress without pro- 
longed study and delay. The Kaplan Committee had an exceptionally able staff 
to advise them with reference to financial soundness of the civil-service retire- 
ment fund. We do not feel that the Committee would have suggested that 
annuities of persons already retired be adjusted if such action would seriously 
weaken the fund. The Committee also had valuable advice upon which to base 
their recommendations from Government actuaries, accountants, high officials 
in the United States Civil Service Commission, and the Bureau of the Budget. 


THE GOVERN MENT’S OBLIGATION 


Retirees already on the rolls, even though recently added, retired on pay rates 
that had not been fully adjusted to the cost of living. Hence, the annuity was 
out of gear with living costs at its-inception. The argument has been advanced 
that the annuities under the Civil Service Retirement Act are a contract, simi- 
lar to an insurance annuity, and the Government is under no obligation to 
adjust them once they have been computed at the retirement date. Neverthe- 
less, the SOth, 83d, and 84th Congresses passed bills granting annuity increases 
for the employees already retired. Perhaps the Government may have no 
contractual liability to adjust annuities to the cost of living, but the Federal 
Government does have a high moral and humane responsibility toward its retired 
employees because of their long and faithful service. That is the essence of a 
sound employer-employee relationship. 

Industry and business generally have voluntarily granted cost-of-living ad- 
justments in the pensions of their retired employees, over and above the strict 
legal requirements of their pension systems. Some forward-looking corpora- 
tions pay all the costs of the employee pension systems and some have provided 
escalator clauses so that as the most of living goes up the pensions are auto- 
matically adjusted to meet it. Recently, significant adjustments in wages, 
pensions, and working conditions were made by Ford Co. and the General Motors 
Corp. Under its contract General Motors granted increases of “at least” 28 
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percent in the pensions of employees already retired, and similar increases in 
the rates for those retiring in the future. The Ford Co. granted increases to 
employees already retired based on the pensioners’ service credit at the time of 
retirement. 

Of course you are interested in the additional expense to the fund of the amend- 
ment we propose. It would cover about 250,000 employee annuitants already 
on the rolls. We believe the average increase would be around $200. On that 
basis the expense for the first year would approximate $50 million for that 
group. Each year thereafter the amount involved would rapidly decrease be- 
eause of the very advanced age and correspondingly sharp death rate of these 
retirees. Many thousands of the retirees to be bene ited are in their late seven- 
ties or early eighties. Many are bedridden, shut-ins, partially disabled, or un- 
der the care of a doctor or nurse. Actuarial tables and other statistics indi- 
cate that their final years are approaching rapidly. This situation indicates 
that within a period of 10 years the successive decreases in payments will re- 
duce the cost around 50 percent or more, and after that the continued decreases, 
due to deaths, will soon reduce the cost to close to a very nominal fixure. The 
average life of an annuitant after retirement is between 11 and 12 years. The 
temporary financial drain on the fund through this period would not reduce it 
by any dangerous degree. 

The Kaplan Committee considered the fund so sound that it proposed that 
the income of the fund from the salary deduction be permanently decreased 
from 6 percent to 3% percent on amounts up to $4,200. This would be a cut 
of about 35 percent. The Kaplan Committee states that afte’ this income cut 
is effected that the fund will still be able to pay the same beneiits to the present 
retirees as under the present act. Such a reduction in salary deductions would 
be close to $1% billion in 10 years. If the income of the fund can be cut by 
such a very substantial amount during the next 10 years, does it not clearly 
follow that if the income is not cut and the salary deductions remain at 6 percent, 
that the fund can well afford to pay, during this temporary pe iod, the pro- 
posed increased annuities to the annuitants already retired and also liberalize 
the annuities of employees who will retire in the future’ The cost of the in- 
creases in annuities for future retirees as provided for in S. 2875 will be very 
mode ate during the first few years it is in effect and the full impact of same 
will not be reached for from 20 to 25 years. [For instance, assume that 30,000 
employees retire during the first year and their retirement rate is 33% per- 
cent more than that of the retirees in past years (an averave inc ease of about 
$600 per year), the cost for the first year would be around $18 million. Of 
course, if at the end of 10, 15, or 20 years the condition of the fund and its future 
liabilities appears to warrant an increase in salary deductions the Congiess may 
then follow previous precedents and raise the rate of deductions. 

Our association does not have the valuable services of actuaries, accountants, 
ete., such as served the Kaplan committee and the Civil Service Commission, 
to aid in determining the actuarial financial status of the fund, so we can reach 
no firm conclusion on such a basis. However, there is another available factor 


in studying the future of the fund, which is very important, and that is the 


actual financial history of the fund over a period of 35 years. This is reflected 
on the annual reports of the United States Civil Service Commission. These 
reports establish an extremely successful operation over that very long span 
of years, more than one-third of a century. The fund started in 1920 without 
1 cent, and today the balance in the fund is close to $6.5 billion, despite the 
failure of the Government during about one-third of that period to make any 
appropriations to pay for its part of the cost to cover its liability to the fund. 
This unpaid amount, plus interest, is about $ 

Of particular interest to establish the very successful financial operation of 
the fund is exhibit No. 1, submitted herewith, covering the operations of the 
fund for 7 years, 1949 to 1955. It will be noted that the balance in the fund 
more than doubled in the 7-year period, increasing from $2,825 million to $6,193 
million in spite of the failure of the Government to make an appropriation in 
1954 or in 1955 to cover its part of the normal yearly payments. You will note 
the average annual increase of the fund in that 7-year period was $477 million. 
The indications are that in this fiscal year the balance will increase over one-half 
billion dollars. 

During the 35-year history of the fund, annuities have been successively in- 
creased: by Congress. -That the fund could well afford such increases is demon- 
strated by the successive large annual increases in the balance in the fund. At 
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first thought that situation may surprise you, but we must remember that in 
effect the fund is a Government monopoly selling annuities to its employees. A 
Government monopoly is bound to be a financial success. If at any time the 
business needs more income because of increased liabilities brought about by 
legislation providing increased annuities the Congress increases the price of the 
annuities. The Congress has increased the price to its employees on three 
occasions (1926, 1942, 1948) and if it is advisable, the precedent heretofore 
established may again be followed. Therefore, it appears clear that the fund 
is bound to continue to be sound and a financial success. 

When I was a boy my father taught me that “experience is the best teacher.” 
I urge the members of the committee to place due value on the successful expe- 
rience in the operation of this monopoly business of selling annuities in which 
the retirement fund is engaged. Don’t place too much exclusive dependence 
upon predictions, based upon actuarial tables, etc., that the fund cannot afford 
to pay additional benefits. “Look at the record,” as Al Smith used to say. 
Carefully examine the past history of the business as reflected in its financial 
statements over the years. These statements cover a very successful experience 
of more than one-third of a century. The board of directors of this business 
were the Members of Congress during the past 35 years. During that 35 years 
they did not depend exclusively on the advice of actuaries when they considered 
important factors in relation to the business such as proposed annuity increases. 
Many times they disregarded the advice of the experts who claimed the liabilities 
of the fund were excessive, that it should be fully funded on an actuarial basis, 
and that it could not afford the increases under consideration. That the able 
Members of Congress displayed wise judgment by not depending completely on 
such advice is now evident by 35 years of successful operations. The conserva- 
tive Government advisers made dire predictions for 35 years about the fund, but 
the sound judgment of the trustees—the Members of Congress—demonstrated 
that the experience of the fund is also a dependable yardstick to use in deter- 
mining the tuture business policy of the fund. 

The experience reflected in the 35 years the fund has been in existence covers 
a period of sufficient duration to be of real value in planning its future activities 
as the average life of an employee after retirement is about 11 years, therefore, 
we have had 3 cycles of retirees. The average years of employment before 
retirement covers about 23 years, so we have had about 1% cycles of Government 
employment. While industry, insurance companies, and the Federal Government 
were forced to make very big cuts in salaries, ete., during the depression years, 
the fund was able to continue to pay the full amount of all annuities even though 
Congress had substantially increased the annuity benefits that were provided 
in the original act of 1920. 

There are three important factors to be considered in reference to the amend- 
ments we propose, as follows: 

(1) Are the proposed annuity increases for persons already on the rolls war- 
ranted and are they desirable to the Government? 

Based upon the amount required to allow the civil-service retiree and his wife 
to enjoy a very moderate American standard of living they are warranted and 
based upon the announced policy of the Government to encourage efficient young 
men and women to make a career of Government service, it does appear to be 
good administration desirable to the Government. 

(2) What will the increase cost the fund? 

About $55 million the first year for the annuitants now on the rolls. 

About $6 million for the survivors now on the rolls. 

After the first year the amounts will be successively and substantially reduced 
because of deaths and in about 10 years a big proportion of the payments will 
have stopped. In another few years the payments will only require what may 
be regarded as a nominal amount. 

(3) Is the fund sound enough to afford the proposed increases and also to con- 
tinue to meet its liabilities? 

The fund can afford to pay the proposed increases and continue to meet its 
liabilities. This appears evident from the report of the Kaplan committee rec- 
ommending a 35-yercent reduction in the income of the fund, and it is confirmed 
by the administration bill S. 3041, introduced by Senator Carlson on January 25, 
proposing such a reduction. 

The basis for our statement that the Kaplan committee report and S. 3041 
establishes that the fund can afford this additional drain is as follows: 
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The Kaplan Committee was established by Congress in 1952 to make an inten- 
sive study of methods for future financing the fund, etc. The committee has 
an appropriation of $250,000 and, therefore, has funds with which to hire 
actuaries, accountants, etc., to determine the financial condition of the fund, 
including its future income and liabilities. The committee had the benefit of 
Government actuaries and other Government employees very familiar with the 
operation of the fund. The committee embraced 3 Cabinet members, other 
very able officials, the chairman of the United States Civil Service Commission, 
the Director of the Budget, and the chairman of the Federal Reserve Board 
men with extremely valuable experience to make sound decisions regarding the 
reports, ete., which were prepared by actuaries and other members of the staff 
of the committee. The committee study extended about a year and one-half. 
One of the important proposais of the committee was that the income of the 
fund be very subsantially reduced and they stated that in spite of the sub 
stantial reduction the fund could afford to continue to pay the annuities pro- 
vided by the present retirement act. Their proposal is to reduce the salary 
deductions of the Government employee which support the fund from 6 percent 
to 3% percent on amounts up to $4,200. Likewise, the annual appropriations of 
the Government as its contributions for the support of the fund would be re- 
duced. The reduced annual contributions from the employee would result in 
a reduction of about 35 percent of the income contributed by employees. The 
conclusion must follow, that if a 35 percent reduction in income is proposed 
by the Kaplan Committee and by the administration, and that the same benefits 
will continue to be paid, that the fund is in such excellent financial condition 
that it can well afford to reduce the income of the fund by the amount 
specified. 

The bill now under consideration, S. 2875, does not propose to reduce the 
income of the fund. It provides that the 6 percent salary deductions be con- 
tinued and proposes to increase the annuities when employees retire at future 
dates by about 3314 percent. Does it not necessarily follow that if the Kaplan 
Committee proposal to reduce the income of the fund by about 35 percent and 
still pay the present benefits is a sound proposal, that if the income of the fund 
is not reduced, the fund can afford to pay 3314 percent increases in annuities, 
and do so without jeopardizing the financial stability of the fund? The 
proposal of the Kaplan Committee to reduce the income of the fund has been 
endorsed by the United States Civil Service Commission, the Budget Bureau, 
other administration officials concerned through the introduction of S. 3041. 
The decision of the administration to propose such legislation is, in my opinion, 
evidence that establishes that the administration now considers the fund over- 
financed by about 35 percent. 

We fully recognize that the increases covered by the amendment we propose 
will not nearly equalize the annuities of employees heretofore retired with the 
annuities of employees who will retire after January 1, 1957, but it will, to a 
degree, give them some deserved consideration. We believe such consideration 
will be deemed fully warranted by Congress. We consider it fair and proper 
to adjust the annuities of future retirees according to the rates proposed in 
S. 2875. However, when such action is taken it would be equitable to also 
adjust at the same time the annuities of employees already retired. A con- 
siderable part of the salary deductions collected during their Government ea- 
reer from the employees already retired was in 100-cent dollars, and they are 
now being paid in 50-cent dollars. Unless there is a decided change in the 
future value of the dollar, these retired Government servants will continue 
to be paid in 50-cent dollars. 

We believe you will agree that it would be fair and proper for an employee 
retiring in 1956 at an average 5-year salary of $5,000, and with 30 years of 
service, to be paid an annuity approximately equal to the annuity of an em- 
ployee retiring under the same average salary and length of service in 1957. 
Likewise, employees who retired last year or a few years ago with the same 
average salary and length of service should receive an annuity approximately 
equal to the amount paid to an employee who retires in 1957. Each such em- 
ployee devoted the best part of his adult life to the service of his Government. 
Each such employee entered the Government service back in the twenties with 
the expectation that he would receive an annuity in hundred-cent dollars. 

The, example below will establish that while the employee retiring in 1957 
under 8, 2875 will receive fair and proper consideration, his fellow employee 
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who retired a few months before him, having the same length of service and 
the same average salary, will collect a much smaller annuity: 


5-year averaze $5,090 and 30 years of service: 


Annuity of employee who retires in December 1956_-_-..---------- $2, 370 
Annuity of employee who retires in January 1957_------_-_------- 3, 000 
I ia ta La natal hasnnlabeelehebaaninis a Mueraapdempan ees socboralmees de 630 


(Similar wide differences occur in most of the other salary ranges and periods 
of service.) 

In order to give fair and proper consideration to the employees who will have 
retired before January 1, 1957, we strongly urge that the amendment we pro- 
pose be approved by this committee. 

To indicate that the preposai we urge is moderate and fair, we submit the 
following comparison of the companion bills introduced in the 1st session of 
this 84th Congress by Senator Johnston (S. 1153) and by Representative Mor- 
rison (H. R. 3791), which provided (sec. 15) annuity increases for employees 
already retired, with the provisions of the amendment we propose. Our pro- 
posal is for increases much lower than the increases provided in the Johnston 
and Morrison bil's, as since their introduction, a compromise bill providing for 
an average increase of $153 was passed. 


Reduction in bene- 




















Increases | Proposal we fits proposed for 
proposed by | recommend 8. 2875 
S. 115% and to be inserted |_ = 
by H. R.3791} in &. 2875 
Amount | Percent 
} 

For employees retired for 1 yewr_............----------- $256 $160 $96 38 
For emplo- ees retired for 2 yews_.....-.-....----.-- ae 352 270 132 38 
For empl ees retired for 3 yewrs.-.....---------------- 448 280 168 38 
For employees retired for 3 vears and 3 months or more 


IN) 5 6 3 sinners twontenbiigants ann sennabtns—s 500 300 | 200 40 


Chairman Kerr and fellow Senators on the committee, we also respectfully 
suggest an amendment as follows: 

Strike out the paragraph in the amendment to section 8 of the Civil Service 
Retirement Act of May 29, 1930 (Public Law 369 of 84th Cong.), which states 
that such increases shall not exceed the sum necessary to increase such annuity 
* * * to $4,014 and add that the increase shall not exceed $360; also add that the 
increase shall be effective the first day of the second month following the en- 
actment of this Act. 

By striking out the limitation all persons affected will have their annuities 
increased as of the effective date of S. 2875 by the percentage rates provided by 
Public Law 369 or by $360, whichever is the lesser. 

The basis for this proposed amendment is as follows: 

(1) The limitation is an unfair discrimination against employees who dili- 
gently served their Government an extra long period of years; 

(2) Against employees who for years carried extra heavy responsibilities for 
the Government; and 

(3) Against employees who contributed the largest amounts to the retire- 
ment fund. 

There is nothing in the Civil Service Retirement Act as originally passed by 
the Congress, or in any subsequent major revisions of that act, which provided 
that employees in the upper salary brackets, were to be singled out and penalized 
by the imposition of arbitrarily fixed ceilings on annuities, not applicable to other 
retirees. If in setting up the Civil Service Retirement Congress had intended 
that employees in such upper salary brackets were to have lower ceilings on their 
annuities than the others, it is believed that the Congress would likewise have 
provided for them a lower percentage of the salary deductions which they were 
required to contribute to the civil-service retirement fund. On this general sub- 
ject, the Kaplan Committee report has this to say: “When adjustments in an- 
nuities are made, the original relationship of the basic annuity to the salary 
and service of the annuitant should be maintained.” 

The United States Senate passed the bill which resulted in Public Law 369 
without a limitation. The report of the United States Civil Service Commission 
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on the bill did not propose a limitation. Many members of the House have indi- 
cated that they think the final bill would have been fairer without the limita- 
tion. The original bill introduced by the chairman of the House Vost Office and 
Civil Service Committee did not contain a limitation. The cost of the proposed 
amendment would not be excessive as it relates to only about 1 percent of the 
annuitants. (Perhaps about $900,000 the first year, and successively reduced 
amounts for about 10 years, at which time only a few of the beneficiaries would 
be alive, and the cost would then be a very nominal amount for the few remain- 
ing years of their lives.) ; 

The proposed revision (Johnston bill, S. 2875) does not place a limitation on 
the increased amount of the annuity a retiree will receive, except 75 percent of 
his average 5-year salary. The first bill (1948) providing increases for civil- 
service employees already retired, which was passed by Congress, did not ex- 
clude an annuitant because his annuity was above a certain amount. The Armed 
Forces do not set any limitation on the increases in annuities of persons already 
retired. The Congress did not place a limitation on increases in annuities of 
firemen and policement of the District of Columbia already retired when it 
passed the Bqualization Act in 1922 providing for subsequent annuity increases 
of retirees already on the roll. Industry does not place a limitation on pension 
increases of persons heretofore retired when such increases are granted to their 
retirees. 

The limitation in question was agreed to in a conference of Senators and Rep- 
resentatives held a few hours before Congress expected to adjourn. Because of 
the approaching adjournment, we are informed that the Senate conferees who 
were strongly opposed to the limitation did not deem it advisable to stand out 
for eliminating the limitation at that time, as such a stand might have jeopardized 
the passage of the bill in that session. We know of no other private, State, or 
Federal retirement system which in a similar manner penalizes the faithful 
servants who devoted extra long periods of years to the employer, who carried 
extra heavy responsibilities for his employer, and who contributed extra large 
amounts to the retirement fund. We feel it equitable and just to correct this 
unfair discrimination. 

We further respectfully suggest for the consideration of your committee an 
amendment to S. 2875 which will provide that when a general adjustment of Fed- 
eral employees’ salaries is made by Congress as a result of the increased cost 
of living that annuities of employees already retired shall simultaneously be 
adjusted by the same average percentage. 

The basis for this suggestion is as follows: 

Down on the farm the country folks have for years had the sound American 
philosophy that “What's good for the goose is good for the gander.” This phil- 
osophy is also concurred in by all classes of Americans. If the Congress deter- 
mines that a cost-of-living increase is warranted for the present employees in 
order that they may enjoy a decent American standard of living, we believe that 
in all fairness Congress should at the same time recognize the plight of the aged, 
the sick, and the disabled civil-service retirees who devoted the best part of their 
lives to the service of their Government and grant them a similar increase. 
There is solid precedent in our Government for this procedure as it has been fol- 
lowed for years by the Army, Navy, Air Force, Coast Guard, Marines, Public 
Health Service, and some other Government agencies. 

Such automatic increases have been proven through long experience in the 
above agencies to be a practical, a just, and an equitable procedure. The prece- 
dent was also followed in 1922 when Congress passed the so-called Equalization 
Act providing that retired District of Columbia policemen and firemen shall 
simultaneously be granted proportional annuity increase at such times as active 
policemen and firemen are granted an increase in salary. This procedure is 
followed in some other Government agencies. This principle was endorsed by 
the Kaplan Committee in its final report. This principle was in effect approved 
by the United States Civil Service Commission in its report to this Senate com- 
mittee on July 24, 1955, when it recommended annuity increases for present 
annuitants based upon the average salary increase that had been granted to 
Government employees by Congress at that time. 

If this principle is put into effect, it will save many man-hours of the valuable 
time of Senators and Representatives who otherwise may have to attend hear- 
ings such as this hearing in order to give consideration to propesed annuity in- 
creases. It will allow the Members of Congress to devote more time to legisla- 
tion of much greater importance. It will save the cost of the time of committee 
staffs, of printing hearings, etc., etc. It will save the cost of the time of Gov- 
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ernment executives and their staffs, especially high officials of the Budget Bu- 
reau and the United States Civil Service Commission. It will save the aged, 
sick, and disabled annuitants from continuous worry about future periods of 
inflation, which would cause further depreciation in the value of their annuity 
dollar. The principle has been recognized and approved by industry. 


THE PLIGHT OF CIVIL SERVICE ANNUITANTS 


Employee annuitants number close to 250,000, with an average monthly annu- 
ity of about $135; of these approximately 27 percent were retired for disability. 
Survivor annuitants number close to 75,000, with an average monthly annuity 
of about $49. Nearly half of the employee annuitants get less than $100 a 
month, and more than half of the survivor annuitants get less than $50 a month. 
The problems of the aged and their dependents in trying to live on these small 
incomes are heart-rending. We get many pitiful letters from civil-service re- 
tirees from all over the country, and I would like to read a few excerpts that 
are typical: 

From Oklahoma: “My husband has hardening of the arteries of the brain. 
Eyes beyond seeing to read or write; even discarded his glasses after trying 
three eye specialists could not fit him any more. No money for operations. His 
health has impaired his memory and for these last few years I even had to give up 
work to be home with him.” 

From New York: “I am a widow and have been very ill since I lost my hus- 
band 4 years this December 29. I only get $12 a month—I could use more—yes, 
I get my social security of $34 a month—the rest I have to old-age assistance 
and starting May 1 I only get from them around $33.30 a month, so you can 
see I only have $12 to dress myself on.” 

From Kansas: “I may have to go to a nursing home very soon, and that costs 
$40 a week, and then I just could not pay the bill at my income, $141 a month, 
and as it is it has me guessing all the time how to make ends meet. My wife 
died in 1944 and I could not save anything while I was working, as she was in 
the hospital 9 times and operated upon 7 times, so you, can see the reason of 
my destitution.” 

From North Carolina, April 30, 1955: “I am 72 years old, retired 11 years from 
civilian employee of the Navy Department, 22 years stretch in Norfolk Navy 
Yard, without a single black mark on my record—advanced stages of arterial 
sclerosis, hemorrhoids, hernia, 1 cataract removed but the eye is not well 
cleared up, and the other cataract can’t be removed.” 

From Florida: “A little over a year ago I had a coronary thrombosis and 2 
weeks ago I was operated on and had plastic surgery done on my nose for a 
skin cancer. I get $82 a month retirement and it is hard to live on that amount. 
I sold real estate to help out on my income but since I had that coronary I have 
not been able to work.” 

The great fear of most of the old people is the terrific cost of medical atten- 
tion, hospitalization, medicines, and home care. Annuities of civil-service re- 
tirees cannot be made adequate to meet all of the medical needs of old age, but 
the Government should do what is reasonable to adjust annuities to a level 
with the present cost of living and thus maintain the integrity of the pension 
which the employee looked forward to on his retirement. 

During the inflationary era which started with the war and has continued 
in the postwar period, the value of the dollar has gradually dropped until it is 
about 50 percent of the prewar dollar. Civil-service employees who retired 
during this period have suffered varying degree of loss of the purchasing power 
of their annuities, depending on the time when they retired. The longer they 
have been retired, the greater is the depreciation of their annuity. As you 
know, the Congress, following the close of the war adopted a general policy of 
restoration of the loss of purchasing power of annuities of those persons who 
retired from the Federal service in different categories and under different 
laws. No uniform treatment was accorded the different Federal groups, but 
from time to time the Congress has endeavored to aid all of them in varying 
degrees by restoring the depreciation in their annuities. Civil-service retirees 
have lagged behind other Federal groups in this respect. 

The proposal is that the increases shall be defrayed from the civil-service re- 
tirement fund. This means that it will not be a charge againsst current tax 
revenues. Over the years the employees have made very substantial contributions 
in 100-cent dollars to the fund for the purchase of their annuities. The balance 
in the fund on December 31, 1955, was $6,477,166,364. The bill would not fully 
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restore the loss of purchasing power of annuities because of inflation. It would 
combine with the previous increase to add a just measure of relief to many 
greatly deserving retirees. In humanity and morality, the Government should 
treat those particular retirees who have faithfully and efficiently served it in 
the past as well as it has other groups of Federal personnel, both active and 
retired. Such action would be another aspect of a sound and humane employer- 
employee relationship. 

Unless the Government acts promptly and frequently from time to time to 
keep annuities in line with living costs, Government employees will come to 
dread retirement as a period of life of financial insecurity and worry rather 
than one of relaxation and security of a well-earned rest of old age. The fore- 
runners of more inflation—more increases in wages and consequent rising costs 
of the products resultant therefrom—are again present in our economy. Rises 
in wages in the automobile, steel, and other key industries are indexes. Already 
the price of steel has increased substantially. So the cycle starts again. An- 
nuitants need this increase to help remove the inroads of inflation in the past. 
If they are not kept somewhere up to date with inflation, that which approaches 
will further damage their purchasing power. 

In a statement, Hon. George Smathers, United States Senator from Florida, 
referred to the annuities of employees already retired and said: 

“The Federal Government has a very direct responsibility to our civil-service 
retirees. It is unquestionably morally obligated to see that the annuities it 
promised they would receive upon their retirement would have a buying potential 
which bears a sound relationship to the cost of living. There are some who have 
in the past maintained that annuities are in effect a contractual obligation. If 
we for the moment admit that to be true, we have to admit that this so-called 
contract at the time it was entered into was based not on any precise number 
of dollars but on the things that could be purchased with those dollars when 
the contract was made. The fact that the purchasing power of the dollar has 
decreased in recent years can hardly be attributed to the present annuitants who 
in absolute good faith contributed 100-cent dollars and are now receiving in return 
dollars worth approximately one-half of that amount.” 

Senator Smathers accepts the principle that our Federal Government should 
continue its interest in disabled and retired civil-service employees and adjust 
their fixed income or annuity with the economic changes of our Nation. Congress 
has repeatedly demonstrated its fairness to Government employees by providing 
increased salaries and fringe benefits, with the changing times, and it is under- 
stood that further increased benefits for them are in the making. That is as it 
should be if our young American citizens are to be encouraged to enter the 
Federal Government on a career basis. I feel certain the members of this 
committee also realize that the Federal retirement system must also be made 
attractive to young Americans. 

In view of all the circumstances, we feel that the amendments we propose 
cover the minimum program for the aged, the sick, and the disabled civil-service 
retirees, which the present Congress should adopt. Therefore, we respectfully 
petition this subcommittee to act promptly and to have this proposed legislation 
reported to the Senate. 

Chairman Kerr and the other members of this committee, on behalf of the 
representatives of the National Association of Retired Civil Employees who are 
present, on my behalf, and on behalf of the 82,000 members of our association 
spread over your home States and the other States of this country, I express 
extremely sincere and deep appreciation for your careful attention and for the 
privilege of presenting this petition to you today. Thank you. 
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STATEMENT OF ALFRED F. BEITER, LEGISLATIVE REPRESENTA- 
TIVE OF THE NATIONAL ASSOCIATION OF RETIRED EMPLOYEES 


Mr. Berrer. Mr. Chairman, I am Alfred F. Beiter, legislative repre- 
sentative of the National Association of Retired Civil Employees. I 
am accompanied by our national officers, Frank J. Wilson, president, 
Nalton Ralph Edmonds, vice president and Clarence L. Williams, sec- 
retary. Since you have a number of witnesses yet to be heard today, 
and in the interest of brevity, I should like to request permission to 
file a statement for the record which outlines in detail our views on 
S. 2875 and several amendments which we intend to propose. Then I 
should like to proceed with a summary of our position on the legisla- 
tion and explain, very briefly, the amendments which we feel are 
worthy of your earnest consideration. 

We are here, Mr. Chairman, to lend our support to S. 2875. We 
endorse it wholeheartedly. 

We suggest the following amendments: 


AMENDMENT NO. 1 


To provide annuity increases for annuitants and survivors on the 
civil service retirement roll at the date of enactment of S. 2875. 

To accomplish this purpose we suggest the following language: 

(a) The annuity of any employee who, before the date of enactment of this 
Act, was retired and is receiving or entitled to receive an annuity from the fund, 
shall be increased, effective on the first day of the second month following enact- 
ment of the Act, by $100 plus $10 for each two full months elapsed between the 
comemncing date of the annuity and the date of enactment of this Act: Provided, 
That such increase in annuity shall not in any case exceed $300. 

(b) The annuity of any survivor, except children covered in paragraph (c), 
who, on the date of enactment of this Act is receiving or is entitled to receive 
an annuity based on the service of a former employee, shall be increased, effective 
on the first day of the second month following the date of enactment of the Act, 


by $80. 

7 The annuity of any child who, on the date of enactment of this act, is 
receiving or is entitled to receive an annuity based on the service of his parent, 
shall be increased by $50— 

Mr. Chairman, some of the statements that have been passed around 
here “by” is substituted for the word “to.” It is a great difference, 
and I would like to have the record show that it shall be increased “by 
$50” rather than “to $50”— 
effective on the first day of the second month following the date of enactment 
of this Act: Provided, That the annuity of each such child shal! not at any time 
exceed $1,200 divided by the number of children then receiving annuity. 

This amendment is similar to a provision in 8. 1191, introduced 
last session by Chairman Johnston, except that we suggest a smaller 
increase in annuities than was proposed in that bill. 

This amendment is in accord with the recommandation of the Kap- 
lan committee that it is incumbent upon Congress, when liberalizing 
the retirement formula for future annuitants, to reexamine the bene- 
fits paid to annuitants already on the rolls with a view to adjusting 
their annuities as warranted. 

Since S. 2875 liberalizes the formula for future annuitants but has 
no provision for the adjustment of annuities of persons already on 
the retirement rolls, we believe our amendment is appropriate. 
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Retires already on the rolls retired on pay rates that had not been 
fully adjusted to the cost of living. Hence, their annuities were out 
of gear with living costs from their inception. Industry and business 
generally have voluntarily granted cost-of-living adjustments in the 
pensions of their retired employees over and above the strict legal 
requirements of their pension system. 

Some corporations pay the entire costs of their employees pension 
plans and some have provided escalator clauses in their pension rates 
so that, as the cost of living goes up, the pensions are automatically 
adjusted to meet it. For instance, General Motors recently granted 
increases of at least 28 percent in the pensions of employees already 
retired, and similar increases in the rates for those retiring in the 
future. The Ford Co. also granted incerases to employees already 
retired based on the pensioner’s service credit at the time of retire- 
ment. 

In our detailed statement we have submitted facts and figures to 
support our contention that the cost of this amendment would not 
reduce the retirement fund by any dangerous degree, nor would it 
weaken it unduly. The Kaplan committee considered the fund so 
sound that it proposed that the income from salary deductions be 
permanently decreased from 6 percent to 314 percent on salaries up 
to $4,200. This would result in an income cut of about 35 percent. 
The Kaplan committee stated that after this income cut became 
effective, the fund would still be able to pay the same benefits as un- 
der the present act. If the fund could continue to function with a 
substantial reduction in income, it stands to reason it could afford 
to pay the increased annuities we propose here, especially if salary 
deductions remain at 6 percent as contemplated by S. 2875. Further- 
more, the cost of the increases in annuities for future retirees as pro- 
vided in S. 2875 will be very moderate during the first few years and 
the full impact of the increases will not be reached for from 20 to 25 
years. 

Through the years actuaries and experts have claimed that poten- 
tial liabilities of the fund are excessive, that it should be acutarially 
fully funded, and that it could not afford increases which have been 
proposed or authorized by Congress from time to time. But through 
35 years of successful operation these dire predictions have never been 
realized, and the fund continues to be sound as demonstrated by suc- 
cessive large annual increases resulting in a balance in the retirement 
fund of $6,477,166,364 on December 31, 1955. 

We stress the fact that the increases we propose will not nearly 
equalize the annuities of employees heretofore retired with the annui- 
ties of employees who will retire after January 1, 1957, but it will, 
to a degree give them some deserved consideration. I cite the fol- 
lowing example to illustrate that while the employee retiring in 
1957 under S. 2875 will receive fair and proper consideration, his 
fellow employee retiring a few months ahead of him, having the 
same length of service and the same average salary, will collect a 
much smaller annuity. 

With a 5-year average salary of $5,000 and 30 years of service, the 
annuity of an employee who retires in December 1956, would be $2,370. 
The annuity of an employee having the same 5-year average salary and 
the same years of service, retiring in January 1957, would be $3,000 
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or a difference per annum of $630. Similar differences in most of the 
other salary ranges. 
Obviously, this is an injustice. The amendment we propose would 
correct this inequity. 
AMENDMENT NO, 2 


To delete the provision in Public Law 369, 84th Congress, which 
established a ceiling on the increased amount of annuity a retiree may 
receive, and substitute in lieu a stipulation that the increase authorized 
by such law shall not exceed $360; and that such increase shall be 
effective the Ist day of the second month following enactment of this 
act. 

This amendment would remove the limitation on the amount of in- 
crease a retiree may receive under Public Law 369. The limitation is 
discriminatory— 

(a) Against employees who diligently served their Govern- 
ment an extra long period of years; : 

(6) Against employees who for years carried extra heavy 
responsibilities for the Government; and 

fc) Against employees who contributed the largest amounts 
to the retirement fund. 

It will be recalled that the Senate approved the bill which became 
Public Law 369 without this limitation. The original bill introduced 
by the chairman of the House committee did not contain such limita- 
tion. 

There is ample precedent for this amendment. The armed services 
do not set any limitation on the increases in annuities of persons al- 
ready retired. Congress did not place a limitation on increases in 
annuities granted to firemen and policemen of the District of Colum- 
bia. Industry does not place a limitation on pension increases of 
persons heretofore retired when such increases are granted to their 
retirees. 

The limitation in Public Law 369 was agreed to in conference just 
prior to adjournment in the closing hours of the last session. It is 
our understanding that the Senate conferees were opposed to the 
limitation but felt if they held out against it the whole bill might be 
jeopardized. We recommend this amendment as equitable and just 
to correct a discrimination which we believe was never intended by 
the Congress. ¢ 


AMENDMENT NO. 3 


To provide automatic increases in annuities of Federal retirees 
whenever the salaries of active employees are increased. 

This proposal has the endorsement of the Kaplan Committee. It 
has solid precedent in our Government as it has been followed for 

ears by the Army, Navy, Air Force, Coast Guard, Marines. Public 
ealth Service, and some other Government agencies. 

If the Congress determined that a cost-of-living increase is war- 
ranted for active employees in order that they may enjoy a decent 
standard of living, we believe that in all fairness Congress should, at 
the same time, recognize the plight of the aged, the sick, and the dis 
abled civil-service retirees and grant them a similar increase. This 
principle has been recognized and approved by industry. ) 
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Mr. Chairman, nearly half of the employee annuitants get less than 
$100 a month, and more than half of the survivor annuitants get less 
than $50 a month. Many of them, to use the words of a famous 
American, lead lives of quiet desperation. The great fear of most of 
them is the terrific cost of medical attention, hospitalization, medi- 
cines, and home care. A considerable part of the salary deductions 
collected during their Government career was in 100-cent dollars, and 
they are now being paid in 50-cent dollars. To provide basic economic 
protection for these older people and for their survivors, we propose 
automatic increases in annuities whenever the salaries of active em- 
ployees are increased. 

We respectfully urge this subcommittee to act favorably and 
promptly on S. 2875 and the amendments we have proposed. 

We have endeavored to limit this summary to a general statement 
in support of the bill with emphasis on basic amendments which we 
feel are most necessary and advisable. 

Our detailed statement, submitted for the record, contains much 
supporting data which we have collected from competent sources and 
we hope it will have your attention when time permits. 

Thank you for this opportunity to present our views. 

I would like to make a correction of my statement. It has just 
been called to my attention. I referred to S. 1195, it should be S. 1153. 

Now, Mr. Chairman, I would like to put on my other hat and 

Mr. Brawtey. Do you propose to read the next statement, sir? 

Mr. Berrer. No, I have had that submitted for the record. 

I would like to put on my other hat now and testify as president of 
the National Customs Service Association. 


STATEMENT OF ALFRED F. BEITER, NATIONAL PRESIDENT, 
NATIONAL CUSTOMS SERVICE ASSOCIATION 





Mr. Berrer. Mr. Chairman and members of the committee, I am 
Alfred F. Beiter, national president of the National Customs Service 
Association. We represent some 8,000 officers and employees of the 
United States Customs Service. Our members are career Govern- 
ment employees. The Customs Service is outstanding among Federal 
employee groups for its low turnover, because the nature of the work 
is so interesting that those who have once become part of this agency 
seldom leave it, except to retire. 

Our members are enthusiastic about S. 2875, the bill now before you 
for consideration. It is a fact that this bill will provide the things 
career civil-service employees have long sought, such as: Early elec- 
tive retirement, less reduction for age under 60, less or no deduction 
for electing a survivor, and best of all, an increased factor for the 
computation of annuity. ’ ; 

Our national committee on retirement has studied S. 2875 and, on 
the basis of the aforementioned features alone, highly favors its pas- 
sage and urges that it be reported favorably to the Senate. _ 

Mr. Chairman, our retirement committee has made certain com- 
ments relative to some provisions of the bill which we submit now in 
the form of suggestions rather than proposed amendments for your 
consideration. I shall touch on them briefly, with a very minimum 
of explanation since most of them require little elaboration. 
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Page 3, section 1 (e): We think the average salary period could 
very well be based on a 3-year period rather than a 5-year period, 
with very satisfactory results and with very little increase in cost. ‘This 
would afford some slight benefit to those who fulfill the duties of a 
higher position satisfactorily for a limited period. Three years 
should be conclusive proof that the employee is qualified in the per- 
formance of his work. In the case of involuntary retirement or 
retirement because of disability, the 3-year period would provide some 
benefit. 

Page 5, section 1 (1) : Discontinuance of the interest after Decem- 
ber 31, 1956, on the sum now in the fund and on the future payments 
of over 24% million employees at the rate of 6 percent of their basic 
salaries is a very substantial gain to the Government and a loss to 
the employees. It is true that objections may be raised to this bill 
because of the additional cost involved and the savings resulting from 
the elimination of the interest would cover a substantial part of the 
increased cost. If salary deductions are to be increased from 6 to 7 
percent, as has been proposed by some legislators, the increased cost 
may be fully met. We would accept either or both the loss of interest 
and the increased payment if the benefits as stated in the bill were 
approved. 

Page 15, section 6 (c): Present law permits FBI agents, customs 
agents, narcotics agents, port patrol officers, and so forth, to retire 
on full annuity after 20 years of service at the age of 50. S. 2875 
would include employees in the field service of the Bureau of Prisons, 
Federal Prison Industries, Inc., and employees of the Public Health 
Service assigned to such field service, in this category of employees 
whose duties are primarily the investigation, apprehension, or deten- 
tion of persons suspected or convicted of offenses against the criminal 
laws of the United States. We suggest that the committee consider 
including customs inspectors in this classification. Inspectors are 
charged with the duty of preventing smuggling and in the course of 
their duty frequently apprehend known or suspected criminals, nar- 
cotics peddlers and persons under the influence of narcotics. We have 
collected a great deal of data which we would like to submit to the 
committee staff for study on this subject when the time permits. 

And if I may deviate at this point from my prepared statement, I 
should like to call the committee’s attention to the weapons I have 
here. These are homemade knives, blackjacks, and yoking chains 
seized by customs inspectors from persons crossing the Mexican 
border. 

Mr. Brawtey. Are you submitting those for the record, sir? 

Mr. Berrer. I cannot very well submit them for the record, but I 
do want the committee to see the types of weapons which customs in- 
spectors run into during the course of their inspection duties. It will 
be noted there are switch-blade knives and various types of sticks, 
used as clubs. Persons entering the country with this type of weapon 
are apt to be narcotic peddlers, smugglers, and certainly not up to 
any good. 

This will give you some idea of the hazards which customs inspec- 
tors encounter. We plan to present some of the material we have 
collected on this subject to the staff so that the committee will have all 
of the details cn which we base our request for an amendment to 
this section of the bill. 
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Page 16, section 6 (d): It is suggested that the committee give con- 
sideration to changing this section to provide an immediate annuity 
to employees involuntarily separated who have completed 20 years of 
service. An employee who has served between 20 and 25 years of 
service and has not reached age 50 would not be entitled to an annuity 
until age 62. A separated employee of middle age, after having spent 
20 to 25 years in Government service would have gained little skill of 
value to general outside industry. Because industry is hesitant about 
hiring middle-aged employees, especially if they lack the required 
skill, the chances of reemployment in a comparable position are small. 

At this time of life when an employee has assumed heavy family 
obligations with the reasonable expectation that his permanent status 
could be relied upon, he would be fortunate if he could find work even 
ina poorly paid field, menial in character. Therefore, we entreat you 
to give special consideration to employees who have lost their posi- 
tions through no fault of their own and who must start a new career 
under such difficult conditions. 

Therefore, we believe that this part of the bill should read : 

Any employee who completes twenty years of service shall, upon involuntary 
separation from the service, not by removal for cause on charges of misconduct 
or delinquency, be paid a reduced annuity computed as provided in section 9. 

Page 21, section 9 (a): The ceiling on annuities is reduced from a 
maximum of 80 percent to 75 percent, but we believe the maximum 
should remain at 80 percent because career employees have long service 
and can easily be affected by a 75-percent maximum. The reduction 
seems to have been made only for the convenience of uniformity. 

Page 24, section 9 (f): We would suggest the following addition to. 
this section : 

If the designated wife or husband should predecease the employee or member 
making such election, the reduced annuity shall be recomputed as if no election 
had been made, 

It seems unjust to have to continue to pay for the coverage of a spouse 
who no longer exists, inasmuch as the Government will never have to 
pay an annuity toasurvivor. It is only proper that the full annuity 
should be restored to the annuitant. : 

Page 26, section 19 (a) (3): The new retirement bills, including 
Senator Carlson’s bill, would allow a surviving widow or widower to 
remarry after age 55. 

Forfeiture of the annuity presents an obstacle to contemplated re- 
marriage for lonesome people seeking companionship, because of the 
gamble that the marriage may or may not last, but the annuity is lost. 

Page 26, section 10 (c): We would suggest that a surviving widow 
or widower should be allowed to remarry after age 55. 

Page 36, section 15 (a): This section provides that annuities shall 
not be assignable, either in law or equity, or be subject to execution, 
levy, attachment, garnishment, or other legal process. We suggest 
the committee consider adding the word “taxation.” Federal em- 
ployees pay income taxes on all their yearly earnings including the 
amount deducted from their salaries for the retirement fund. The 
annuitants must maintain a lower standard of living aggravated by 
the fact that Federal income-tax payments are deducted from their 
pensions bought with their previously taxed earnings. Those under 
the Railroad Retirement Act or receiving social security are not taxed 
in this respect. : 
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Page 40, section 4: Continuation of prior rights should include the 
statement that the annuity shall be not less than would have been 
received if this act had not been enacted. 

Gentlemen, we believe, without detracting one iota from any of the 
laws that have come out of this committee in the past, if the purpose 
of this bill can be substantially achieved, this legislation will deserve 
to be ranked as one of the outstanding legislative accomplishments of 
the past two decades insofar as Federal employees and their depend- 
ents are concerned. 

I thank you. 

Mr. Brawuey. Thank you. 

I think we have one out-of-towner, Mr. Edward McCabe. Mr. 
McCabe was asked to come before the committee today and made a 
trip from Nashville, Tenn. 

Mr. McCane. Mr. Chairman, I have filed my brief with your com- 
mittee and I do not think there 1s much I can add that has not already 
been said here except to say that we are unequivocally in favor of S. 
2875 and want to go on record as favoring it. There is one addition 
that we would like to have you give your consideration to and that 
is where an employee has accrued more than 1,000 hours of sick leave, 
we feel that some reward should be given to these employees who have 
accrued this sick leave and to this end we propose that you include in 
vour bill some provision which would allow the cash value of the sick 
leave to be added as an additional contribution to the fund. 

For example, if an employee had 1,000 hours of sick leave valued at 
$2 an hour, his annuity would be increased by the amount that the 
$2,000 would buy. 

We put that in for consideration in your deliberations. 

I want to thank you for the opportunity for presenting this brief 
and urge the passage of same. 


STATEMENT OF EDWARD McCABE, CHAIRMAN OF COMMITTEE ON 
LEGISLATION, NATIONAL ASSOCIATION OF INTERNAL REVENUE 
EMPLOYEES 


Mr. McCase. Mr. Chairman, I am Edward W. McCabe, chairman 
of the committee on legislation and past president of the National 
Association of Internal Revenue Employees. I am here on annual 
leave from my position in the Office of the District Director of Internal] 
Revenue, Nashville, Tenn. 

First, I want to commend Senator Olin Johnston, of South Carolina, 
for his untiring efforts in behalf of Federal employees and for the 
introduction of S. 2875, which will revise the Civil Service Retirement 
Act. I also want to commend the members of his committee for the 
help they are now giving and have been giving to Federal employees 
throughout the years. 

We of the National Association of Internal Revenue Employees 
wholeheartedly support Mr. Johnston’s bill to revise the Civil Service 
Retirement Act and implore the members of this subcommittee to 
favorably report the bill to the entire committee. 

We generally favor all of the bill; however, we would like to recom- 
mend certain additions thereto: 

1. We favor the provision that would allow optional retirement 
after 30 years of service without reduction in his annuity. Many 
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municipalities and several State governments now permit this pro- 
vision. The Johnston bill allows retirement after 30 years of service 
regardless of age; however, the annuity is discounted if the employee 
is under age 60. It has been argued that this feature would cost the 
fund considerable moneys; however, I doubt that the additional costs 
would be as high as anticipated because of the fact that many of the 
employees would not want to retire after 30 years of service. 

Second, most of the employees would be around 55 years of age or 
older, when they attain 30 years of service. 

2. The bill being considered provides that any employee who attains 
age 62 and completes 5 years of service shall, upon separation, be paid 
an annuity as provided in the act. An exception is provided where 
any Member of Congress has 10 years of service and reaches age 60. 

We feel that this exception should be extended to the Federal em- 
ployees as well; that is, when an employee reaches age 60 with 10 years 
of service he should be allowed to retire if he so desires. 

3. The bill provides that at the time of retirement the retiree may 
elect to take a reduced annuity and designated in writing his wife—or 
her husband—to receive a reduced annuity after the retired indi- 
vidual’s death. We would like to advocate that this be made manda- 
tory without a reduction of 10 percent of the amount in excess over 
$4,000. We feel that just as under the Social Security and Railroad 
Retirement Acts, survivors’ benefits should be provided automatically 
without election. So many individuals fail to make the election and 
innocent ones suffer as a result of this omission. 

4. Your bill provides that if an employee dies after completing at 
least 5 years of civil service, the widow or dependent widower of such 
employee shall be paid an annuity. We believe that where the decedent 
has dependent children under age 18 that an immediate annuity should 
be allowed the survivors if he has at least 18 months of creditable civil 
service. This feature is contained in the Social Security Act. 

Further, the computation for the survivors should be set at a mini- 
mum amount of not less than $50 per month. 

5. We have many Federal employees who have accrued more than 
1,000 hours of sick leave. We feel that some reward should be given 
to these employees who have accrued this sick leave. To this end we 
propose that you include in your bill some provision which would 
allow the cash value of the sick leave to be added as an additional 
contribution to the act. For example, if an employee had 1,000 hours 
of sick leave at $2 an hour his annuity would be increased by the 
amount that $2,000 would purchase an additional annuity. How- 
ever, the value of the insurance would not be considered cash in case 
of his death. 


I wish to thank you for the opportunity of testifying on behalf 
of S. 2875. 


Mr. Brawiey. Thank you very much, Mr. McCabe. 

Are there any questions from either Mr. Kerlin or Mr. Johnson? 

Mr. Keri. I have none. 

Mr. Braw.ey. Thank you very much. 

Are there any other witnesses who desire at this time to either present 
their statements or read their statements for the record. 

Mr. Watters. Mr. Brawley, Russ Stephens represents the American 
Federation of Technical Engineers in Miami but his assistant is here. 
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I am sure he would like to present Russ’ statement, with your 
permission. 
Mr. Covucuirn. I will not take long, it is relatively short. 


STATEMENT OF RUSSELL M. STEPHENS, PRESIDENT, AMERICAN 
FEDERATION OF TECHNICAL ENGINEERS, AFFILIATED WITH 
THE AMERICAN FEDERATION OF LABOR AND CONGRESS OF IN- 
DUSTRIAL ORGANIZATIONS, PRESENTED BY EDWARD COUGHLIN 


Mr. Coveutin. Mr. Chairman, I am Edward Coughlin, assistant to 
President Russell M. Stephens, of the American Federation of Tech- 
nical Engineers, affiliated with the American Federation of Labor 
and Congress of Industrial Organizations. I am grateful for the 
opportunity to appear before this committee to state our views in 
endorsement of S. 2875. 

In behalf of the employees of the Federal Government that we 
have the privilege to represent, I wish first to express our deep appre- 
ciation to Senator Olin D. Johnston for his recognition of the neces- 
sity of improving and strengthening the Civil Service Retirement Act 
and for the very excellent recommendations which are presented to the 
Congress in S. 2875. We very heartily endorse the intent of the bill 
as presented. 

While a civil-service retirement law has been on the statute books 
for a great number of years now, it has been necessary to periodically 
reexamine that law and make necessary changes to prevent its obsole- 
tion by changing conditions, unseen economic pressures and radical 
upheaval in our national age pattern. It is time now to take another 
stride forward. 

Many thousands of words of testimony have been spread on the 
record during previous hearings on retirement legislation, but it 
seems to me that the most eloquent testimony never got on the record. 
This testimony was written on the anxious Se of the old folks who 
filled the hearing chamber and jammed the corridor outside. Their 
hands were cupped attentively behind their ears so they did not miss 
any word of testimony deciding their financial fates. 

These old folks who came to listen were a cross section of the re- 
tired Federal employees, their widows and dependents who were pay- 
ing inflationary prices with retirement checks computed on a non- 
inflationary basis. 

Is it asking too much to assure our retirees that the percentage of 
income deducted from their salary earnings will buy the necessities of 
life in their later years commensurate with their contributions ? 

As conditions governing retirement payment to workers in private 
industry change as a result of collective bargaining efforts, so in fair- 
ness should conditions governing retirement for Federal workers keep 
pace with the times. 

Mr. Chairman, although we endorse the intent of S. 2875 we do, 
however, have several recommendations for amendments to the bill 
that I would like to submit for the consideration of the committee. 

It is our recommendation that the definition of the term “basic 
salary” as described in section 1 (d) of the bill be redefined in order 
to include in the computation of annuity the total gross salary earned 
as an employee of the Federal Government. This would include for 
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computation purposes such items as hazardous duty differential, over- 
time premium pay, longevity and meritorious salary increments and 
overseas service salary differential. 

We also recommend an amendment to section 7 (d) of the bill which 
sets forth the method of discontinuing disability annuity. The bill as 
written provides that such disability annuity shall be discontinued 
whenever the employees’ income for 2 succeeding calendar years is 
equal at least to 80 percent of his salary immediately prior to his 
retirement. This is an unfair feature in that it provides that the 
formula for. determining recovery from a disability is based upon 
unequal factors. 

I would like to cite an example, Mr. Chairman, of what would hap- 
pen under such a provision. 

Let us, for instance, examine the case of an employee retired on dis- 
ability during the first half of the year 1945. Let us assume that such 
an employee was an engineer at the GS-5 level, earning at the time 
$2,000 per annum. Such an employee would lose his disability bene- 
fits at such time as his income averaged $1,600 per annum. 

At the present time the salary for the same position due to general 
salary increases and special legislation permitting higher entrance 
rates for engineers under the Fringe Benefits Act “of 1954, has been 

raised from $2,000 per annum to $4,345 per annum, or an increase of 
almost 120 percent. Therefore, under the bill as written the em- 
ployee would be dropped from the disability rolls when his average 
earnings approached 37 percent of the earnings which he could have 
expected had he retained the same position with identical duties and 
responsibilities. 

I do not believe that such is the intent of the bill and recommend 
i the last sentence of section 7 (d) be eliminated. 

Mr. Chairman, I should also urge that section 7 be properly 
amended so as to make it compulsory that the Government, in fair- 
ness to its disabled employees, provide a position in Government serv- 
ice comparable in grade to his last position before removing him from 
the disability retirement rolls. 

In closing I would like to say for the rec ord that our organization 
is opposed to the principles as ‘outlined in S. 3041, especi: lly as con- 
cerns the coordination of social-security benefits with the Federal 
employees retirement system. I cannot urge too strongly that this 
committee report promptly and favorably on S. 2875 with the pre- 
ceding necessary amendments. 

I thank you most sincerely for the opportunity extended to me to 
present the views of our organizations with respect to the pending 
legislation. 

“Mr. Brawiey. Thank you very much, sir. 

We cannot extend the hearing in time any longer, but if there are 
any who wish to present their statements at this time to be printed 
in the record as though they were personally read, I am sure Chair- 
man Scott would appreciate it very much. 

Mr. McAvoy. Could I submit this and just say a word for the 
record with your permission ? 

Mr. Brawtey. Yes. 
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STATEMENT OF HAROLD McAVOY, NATIONAL PRESIDENT, NA- 
TIONAL ASSOCIATION OF POST OFFICE AND POSTAL TRANS- 
PORTATION SERVICE MAIL HANDLERS, WATCHMEN, AND 
MESSENGERS 


Mr. McAvoy. My name is Harold McAvoy. I am national presi- 
dent of the National Association of Post Office and Postal Transporta- 
tion Service Mail Handlers, Watchman, and Messengers. 

We would like to go on record as fully endorsing the principle as 
outlined in S. 2875. I would like to say, also, that our chairman of 
our retirement committee representing the Government Employees’ 
Council, Mr. Keating, completely covered the thinking of our people. 

We are part of the American Federation of Labor and Congress of 
Industrial Organizations, and the Government Employees’ Council. 

At this time, I would like to thank you for the privilege of appearing 
before you. 

You have several retirement bills before you and your subcommittee 
members for consideration. Among said bills is S. 2875, introduced 
by Senator Olin D. Johnston, who is chairman of your full committee. 
Our people, the mail handlers, watchmen, and messengers in the postal 
service, after careful consideration, fully endorse the provisions out- 
lined in this bill. 

The mandatory separation section, which would provide for auto- 
matic separation at age 70, regardless of length of service—S. 2875 
would permit retirement after 30 years of service at any age—increase 
114 percent of average basic salary to 2 percent, plus add an increase 
in disability annuities—permit a widow to receive immediate benefits, 
instead of the waiting period of 50 years of age. 

On the other hand, S. 3041 points toward coordination of our retire- 
ment system with social security. This bill would not help our people 
im any way, because we enter the postal service to make same a career 
service and look forward to our retirement system to be helpful in our 
retirement. 

Thank you for the privilege of appearing before you. 

Mr. Brawtey. Thank you very much, Mr. McAvoy. 

Mr. Gravrrr. I would like to present our statement and ask that it 
be incorporated in the record and make one point that we oppose the 
reduction of changing the 80-percent limitation to 75 percent, because 
that would reduce some of the future annuities by 5 percent to our 
people who probably would not have an annuity of more than $800. 
We wish to thank you for appearing and that you would consider that 
point in the statement. 


STATEMENT OF C. B. GRAVITT, JR., SECRETARY AND LEGISLATIVE 
REPRESENTATIVE OF THE NATIONAL LEAGUE OF POSTMASTERS 
OF THE UNITED STATES 


Mr. Gravirr. Mr. Chairman, my name is C. B. Gravitt, Jr., secretary 
and legislative representative of the National League of Postmasters, 
the oldest organizxation representing postmasters, with members in 
every State and Territory. 

I want to express my appreciation to the subcommittee for the 
opportunity of presenting the views of our organization on S. 2875, 
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the bill to revise the Civil Service Retirement Act, which is of vast 
importance to each and every one of our members. 

We have received many letters from postmasters requesting our 
organization to support changes within the framework of the Civil 
Service Retirement Act which would provide more liberal retirement 
benefits. Our organization urges the committee to take favorable 
action on S. 2875. However, we recommend that changes be made in 
the bill to avoid unnecessary hardship cases. 

We oppose the reduction of the present limitation of 80 percent on 
average basic salaries to 75 percent, as this would work to the disad- 
vantage of many postmasters who are receiving small salaries. Post- 
masters whose average salary for 5 consecutive years is $1,000, reach 
the maximum annuity after serving approximately 23 years, yet they 
must continue to pay the 6-percent deduction from their salaries into 
the retirement fund. It is most unfair for these employees to pay 
6 percent of their small salaries when it will no longer increase their 
annuities. It would certainly be equitable to discontinue the 6-percent 
deduction after reaching the 80-percent limitation. 

Mr. Chairman, it is the purpose of S. 2875 to provide greater retire- 
ment benefits. However, by changing the restriction from 80 percent 
to 75 percent, many employees will find their annuities actually reduced 
5 percent. We ask that this proposal be changed so as not to reduce 
these small annuities and at the same time eliminate the requirement 
whereby 6 percent is taken from the employees’ salary when it will no 
longer increase his annuity. 

We ask that section 5 (a) be changed so that individuals now in the 
service may complete 15 years of service regardless of age. To change 
the law now without allowing such individuals to complete 15 years’ 
service would appear to be most unfair. 

There should be no doubt as to the need for greater coverage and 
benefits more nearly approaching the minimum standards required to 
assure the fundamental necessities of life to those reaching retirement 
age after a lifetime of faithful and useful work. 

Section 6 (b) is an improvement over the present law which would 
permit retirement after 30 years of service at any age on a reduced 
scale, based on the number of months the employee is under 60 years 
of age. We recommend retirement after 30 years’ service on full 
annuities regardless of age. 

The present law fails to provide annuities for employees with 20 or 
more years, but less than 25 years’ service, who are involuntarily 
separated through no fault of their own. 

We strongly support section 6 (d) which would provide an immedi- 
ate annuity on a reduced basis to employees involuntarily separated 
who attained the age of 50 years and have rendered 20 years’ service; 

Mr. Chairman, in regard to total disability annuities, the present 
law does not provide a minimum. This should be corrected without 
delay, and S. 2875 provides a reasonable solution whereby the annuity 
of any employee retired due to total disability after meeting the 5-year 
elivibility requirement will be at least 40 percent of his annual salary. 

The method of computation of annuity should be more liberal. 
Care must be exercised in order not to reduce future annuities for 
employees who are now employed. 

The present requirement of reducing annuities by one-fourth of 1 
percent for each month under age 60 should be lowered. Section 9 (d) 
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appears to be reasonable in that it would reduce to one-twelfth of 1 
percent per month for each month up to 30, one-eighth of 1 percent 
each month in excess of 30 and up to 60, one-sixth of 1 percent each 
month in excess of 60, the employees under the age of 60 at the time of 
retirement. 

We are glad to approve legislation which removes the 5 percent re- 
duction on the first $1,500 of annuities when an annuitant makes a 
joint and survivorship selection. 

The time is long overdue for legislation to give immediate annuity 
payments to w idows on the death of their husbands, regardless of 
age, or whether they have dependent children. The present law 
should be changed as widows under 50 without dependent children 
have to wait until age 50 in order to receive annuities. 

The provisions of S. 2875 to liberalize widow and children annui- 
ties is most meritorious. Surely new retirement legislation should 
allow payment of children’s annuities where there is a surviving wid- 
ower, providing that the widower was dependent upon the annuitant 
for his suport. 

We feel that the time has come to exempt from Federal income tax 
civil-service retirement annuities. It is most difficult to find justifica- 
tion as to why annuities under social security or the Railroad Retire- 
ment Act are exempt from income tax while employees retired under 
the Civil Service Act are required to pay income tax on their annui- 
ties. 

Federal employees are entitled to fair treatment from the Govern- 
ment when they have served honorably, diligently and efficiently all 
their working lives. When retiring they should feel they have ade- 
quate security to see them through the last years of their lives, but we 
must keep in mind the decrease ‘of the purchasing price of the dollar 
to avoid reduced living standards, hardship, discouragement and fear 
of insecurity for the future. 

Mr. Chairman, we have great confidence in Members of Congress 
to provide legislation so that employees who figured and planned to 
enjoy life in the future will not be disillusioned. 

In conclusion I would like to state the retirement bill, S. 2875, now 
being considered is highly meritorious since it would increase future 
annuities and survivorship benefits of Federal employees. 

I wish to thank the committee for the opportunity of appearing here 
and trust you will take favorable action on this retirement legislation 
in the near future. 

Mr. Brawtey. Thank you, Mr. Gravitt. 

Is there anyone else ? 

If not, the hearing is adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 12:25 p. m., the subcommittee was adjourned to 
reconvene at 10 a. m., Thursday, February 9, 1956, in room 135, 
Senate Office Building.) 
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THURSDAY, FEBRUARY 9, 1956 


Unrrep STatTes SENATE, 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
CIVIL SERVICE RETIREMENT SUBCOMMITTEE, 
Washington, D. @. 

Met, pursuant to notice, at 10 a. m., in room 135, Senate Office 
Building. Washington, D. C., Hon. W. Kerr Scott (chairman of the 
subcommittee) presiding. 

Present : Senators Scott (presiding), Case, and Neuberger. 

Staff members present: H. W. Brawley, executive director and J. 
Don Kerlin, assistant staff director. 

Senator Scorr. The meeting will come to order. 

The first witness is George Riley, legislative representative, AF L- 
CIO. 

I am going to ask Mr. Brawley to take charge because we are trying 
our best to get our agricultural bill out, and there is more concern 
on that and more interest on that right now than anything else that 
is before us. 

Those of us who have had farm experience know that there is al- 
ways a time to sow and a time to reap, and the farmers want to get 
started on what they are going to do, or rather they want to know what 
the Government is going to do and then what they have got to do: 
so if you will excuse me, I will ask Mr. Brawley to take charge and 
go right ahead with the hearing. 

I will say again to you that we want to give every consideration that 
is proper to the propositions that are worthy, so, Mr. Brawley, if you 
will take charge. 

Mr. Brawtey. Will you proceed, Mr. Riley ? 


STATEMENT OF GEORGE D. RILEY, LEGISLATIVE REPRESENTA- 
TIVE, AMERICAN FEDERATION OF LABOR AND CONGRESS OF 
INDUSTRIAL ORGANIZATIONS 


Mr. Riry. Thank you. I am George D. Riley, legislative repre- 
sentative, American Federation of Labor and Congress of Industrial 
Organizations. I am here in support of the Johnston bill both offi- 
ciatly and personally. We have with affiliated organizations now 
some half-a-million-odd members whose employment is in the Federal 
civilian service. 

They operate directly through the Government Employees’ Coun- 
cil, which council was formed some 11 or 12 years ago, and of which 
I had the honor of being its first operations director. 
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I suppose I followed the plight of Government employees and their 
problems and their hopes and their ambitions and gains and losses 
over the years, perhaps as long and maybe even longer than anyone in 
this room. 

I have written about it, I have talked about it, and I have worked 
at it and worked in it. 

This bill, the Johnston bill is in our opinion the answer to some 
of the hopes that have accumulated in recent years to extend and im- 
prove the provisions of the Civil Service Retirement Act. 

We are definitely opposed to any building the bridges across from 
one system to another, notably the retirement system and the social 
security system. 

No. 1, we don’t believe it is needed; and, No. 2, the vast majority of 
those in the service do not wish to have it that way. 

We feel that those who are operating under this act are, shall we 
call them, subscribers in good standing. The Members of the Con-: 
gress we regard as the trustees of this system, and as members in good 
standing, or if you want to call them common-stock holders, we think 
they are entitled to quite a voice in the operation and destiny of their 
own system. 

I only need to go to the words of the principal official opponent of 
the Johnston bill to give you the philosophy and the purpose in 
furthering the civil-service retirement system, and these are his words: 

The civil-service retirement system is a staff retirement plan for about 90 
percent of all Federal employees which provides annuity benefits in amounts re- 


lated directly to length of Federal service and to salary earned. 

As a part of the personnel policy of the Government, it fulfills three major 
objectives : 

1. It serves as an inducement for the best qualified people to enter and make 


a career of Federal service. 
2. It provides a humane method of separating superannuated employees by 
retiring them on annuity. 


3. It provides career employees with security against want in old age. 


Those are very good words. I am perfectly willing to adopt them as 
an expression of my own belief in this matter. They were said by Mr. 
Young of the Civil Service Commission, and I think they are factually 
correct. 

Then if you contrast those words with what the purpose of the 
social-security system is, then you get, of course, an entirely different 
philosophy. The social-security system is not designed to be an in- 
formal extension of active employment. The person under social 
security does not pay the same deduction, but there is something in 
common, the vethal security with the fund, the fund is way down just 
as it is these days in the civil-service plan. I believe they say that the 
civil-service plan is now about $5 billion in the red. 

That was not brought about because employees were derelict in put- 
ting their contributions in, those who are under the compulsion of 
putting it in. 

The Congress lost sight of the Government’s obligation in this mat- 
ter early in the existence of the civil service retirement plan. In 1934 
one of our affiliated unions called attention to the sagging condition 
of what was then regarded as the solvency of the civil-service system’s 
fund. 

There was considerable discussion, and the Congress in its wisdom 
saw the righteousness in setting up a formula which would in due 
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course throughout the rest of the years of this country at the rate of 
$100 million a year umortize the Government’s obligation in rela- 
tion to the system. 

Senator Case of New Jersey. Excuse me, because I am getting an 
education as I go along here. Was that particular act and that par- 
ticular proposed appropriation over the period related to the then 
arrears or was that an amount that was calculated to keep the fund 
solvent ? 

Mr. Ritey. The arrearsthen. It was then $5 billion. 

Senator Case. There is a difference of view about that. Some people 
have quoted it as $9 billion or $10 billion. 

Mr. Rirey. We are not the ones to hold out for actuarial soundness 
and so forth. We think the word of the Government is good and just 
as good as the paper money we have in our pockets, but, neverthe- 
less, when you throw at us that this fund is not actuarially sound, 
then, of course, we come to these decisions. 

We are willing to see whatever resources there are in the fund taken 
over by any system, including the social-security system, whether it 
be in the guise of building these fancy bridges across to get the ben- 
efits from social security and which are still lacking in the civil-service 
retirement plan or not. 

If there are any good things to be had under social security, we want 
to see them added to the system and within the framework of the civil- 
service plan. I think before you came in I mentioned the words of 
Mr. Young of the Civil Service Commission, and I used them as good 
and valid words as the philosophy underlying the civil-service plan. 

I think they are quite good, and I put them in this statement of 
mine for whatever value you may find in them. 

This discussion comes up as between those proposals largely because 
of the final report by the Kaplan Committee. To my way of thinking 
Mr. Elliott Kaplan is a very fine man. I have great admiration for 
him. 

I remember when he was the executive secretary of the } National 
Civil Service Reform League, and then they took the word “reform” 
out of it, and they called it the Civil Service League. 

But for the life of me I never knew that he was a great retirement 
expert. It is true that he was in charge of Governor Dewey’s State 
retirement system up there, but I did not know that he had all these 
attributes, but I am not going to question all the attributes. I am 
going to give full faith and credit to his report and say we still do 
not like the report no matter who produced it and who sponsored it 
or who signed it. 

With those few words, well chosen or otherwise, Mr. Chairman, I 
will submit those views and ask that these statements be made a part 
of the record. 

Senator Casr. I have no questions. Do you, Mr. Brawley? 

Mr. Brawtey. Yes; one, Senator Case. I think the record should 
show that Mr. Riley brings to the committee a long history of work 
and activity on Federal employee legislation. 

He was chief counsel to this committee in the 80th Congress, which 
was when the last major amendment to the Retirement Act was passed, 
the Langer-Chavez-Stevenson Act. 

Mr. Ritey. May I rest then on a brief note there? In the brief 
time I was here, obviously I was under the civil-service system. I did 
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not get full equity to give me a vested right. I pocketed my loss. I 
have no complaint whatsoever. I feel this is a system for career per- 
sons, and I took my chances coming in for a short time and going out, 

I did lose something by not having the value from that system and 
by losing the time under social security. I feel that is a synonymous 
situation which should apply to those in the Government service 
with respect to the inners and outers. I think they should take the 
same hazards. If they are going to be careerists, they should be 
given the full benefits of this legislation improved through the years, 
as the Congress gets around to it, and gives it its full and conscientious 
attention. 

Senator Case. Thank you very much. Do you have any questions, 
Senator Neuberger? 

Senator Neupercer. No questions. 

Senator Case. Then thank you very much, Mr. Riley. 

Mr. Brawtey. The next witness is James P. McCann, president of 
the Lanted States Customs Inspectors Association of the Port of New 
York. 


STATEMENT OF JAMES P. McCANN, PRESIDENT OF THE UNITED 
STATES CUSTOMS INSPECTORS ASSOCIATION OF THE PORT OF 
NEW YORK 


Mr. McCann. Mr. Chairman and members of the committee, my 
name is James P. McCann. I am a customs inspector and president 
of the United States Customs Inspectors Association, Port of New 
York. 

Our association, which represents the largest single group of cus- 
toms inspectors in the Service, is indeed grateful for this opportunity 
to submit our views on Senate bill 2875. 

In our opinion this bill constitutes the greatest forward step ever 
made in consideration of Federal employee retirement, and we wish 
to endorse it most heartily. Members of the committee and the com- 
mittee staff are to be commended on their progressive thinking and 
the excellent job that has been done in drafting 8. 2875. 

The provisions of this legislation will correct many of the inequities 
existent in present law and will boost employee morale more than 
any other congressional act in recent years. 

We find the bill well-balanced and beneficial to all employees. It 
is vital, enlightened legislation and cannot fail to enhance any per- 
sonnel recruitment program by attracting many capable, zealous, and 
dedicated young people to Federal service. 

It is our earnest hope that the Congress will share our views and 
will enact it into law. 

While we consider that this is outstanding legislation, we suggest 
that this honorable committee may wish to give further consideration 
to the inclusion of customs inspectors under section 6 (c), page 15 of 
the bill, in view of the fact that the duties of customs inspectors are 
quite different than those of Government employees generally. 

The primary duty of customs inspectors is the enforcement of the 
laws of the United States relating to the importation of merchandise, 
and the Customs Service has the sole responsibility in the prevention 
of smuggling. 
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In the fulfillment of his duty, the customs inspector is responsible for 
investigating all suspected or actual violations of these laws; for 
searching persons and cargo entering into the United States; for seiz- 
ing goods or merchandise the importation of which is forbidden, and 
for apprehending and detaining all persons suspected of or, in fact, 
violating these laws. 

No attempt will be made here to detail the infinite number of laws, 
regulations, and decisions which customs inspectors are required to 
enforce. In their enforcement duties, police powers as broad, and in 
some cases broader than those normally exercised by enforcement 
officers, have been granted to customs inspectors by statute and recog- 
nized by the courts. 

Neither a warrant nor an arrest is needed to search in most. cireum- 
stances. Customs inspectors are authorized to carry firearms, and 
they work in close cooperation with the Federal Bureau of Investiga- 
tion, the Bureau of Narcotics, and practically all other Federal, State, 
and local law-enforcement agencies. 

Prevention of the smuggling of narcotics is the responsibility of 
the Customs Service, and many outstanding seizures of heroin and 
other narcotic drugs have been made by customs inspectors 

By reason of long uninterrupted hours of duty, the position of cus- 
toms inspector is essentially a young man’s job. Because of the ardu- 
ous nature of their duties, many customs inspectors grow old before 
their time, and the often nerve-wracking and emotionally upsetting 
character of the work has resulted in physical breakdowns and many 
heart attacks. 

Of the 512 customs inspectors at the port of New York, approxi- 
mately 70 men could qualify under the “30 years of service regardless 
of age” clause of the bill. 

Customs inspectors enter the service at grade GS-7, $4,525 per 
annum, and progress to the top of grade GS-9, $6,250 per annum. 
The bill could conceivably produce to the Government a saving of as 
much as $1,725 per man, per annum, through the filling of vacancies 
at the GS-7 level, as each position becomes vacant through retirement. 

At the port of New York alone, 70 men would be eligible for retire- 
ment with a net saving of approximately $120,750. 

S. 2875 would indeed have far-reaching effects in improved em- 
ployee morale, while simultaneously providing a format of retirement 
more nearly commensurate with the duties and hazards of the position 
of customs inspector. 

The average age of customs inspectors throughout the country is 
approaching a high mark, and the force is in danger of becoming 
superannuated. We respectfully suggest that the committee review 
section 6 (c) of the bill, with the above thoughts in mind. 

If the committee should desire further information on these state- 
ments, we would be happy to supply anything that may be required for 
~— record. 

S. 2875 has so many fine provisions that Senator Johnston is de- 
serving of praise and ‘gratitude of every Government worker for his 
sponsorship of it. We are happy indeed to endorse it, and feel con- 
fident that this most worthy and much-needed change in the Retire- 
ment Act will be forthcoming. 

Thank you, Mr. Chairman and members of the committee, for 

allowing me to appear here today and for your courteous attention. 
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Senator Case. Thank you, Mr. McCann. Senator, do you have any 
questions ? 

Senator Neusercer. No, thank you, Senator Case. 

Senator Case. Do you have any, Mr. Brawley ? 

Mr. Braw ey. No. 

Senator Case. I have just one of you, Mr. McCann. What is the 
average age of customs inspectors? Do you have the figure as to 
what is the average age of customs inspectors at the port of New 
York? 

Mr. McCann. It is approximately 45. 

Senator Case. How does that compare with the general average 
throughout the country ? 

Mr. McCann. I would say it is similar. 

Senator Case. About the same? 

Mr. McCann. That is right; yes, sir. 

Senator Case. Thank you very much. 

Mr. Brawcey. The next witness, Mr. Chairman, is Mr. John Swy- 
gert, national secretary of the National Association of Postal Super- 
visors. 


STATEMENT OF JOHN D. SWYGERT, SECRETARY OF THE NATIONAL 
ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Swycerr. I um John D. Swygert, Mr. Chairman, secretary of 
the National Association of Postal Supervisors, representing approx- 
imately 20,000 postal supervisors in the postal field service. This 
membership includes supervisors in the custodial and motor-vehicle 
service, as well as those in post offices. 

I am accompanied today by Mr. Albert G. Briggs, the treasurer of 
the association. 

We appreciate this opportunity to express the views of our member- 
ship on this vital sub‘ect and wish to thank the chairman and mem- 
bers of the committee for scheduling hearings at this early date. 

Many bills have been introduced in the Congress which would 
liberalize the Retirement Act and provide desired benefits for postal 
supervisors, and we appreciate the efforts of those in the Congress 
who are working in our behalf. However, today we will confine our 
remarks to S. 2875, which is sponsored by the senior Senator from 
South Carolina, Olin D. Johnston. 

S. 2875 would liberalize the Civil Service Retirement Act of 1930 
and provide many benefits which have long been sought by postal 
supervisors. It maintains the present 6 percent deductions pres- 
ently provided under the law, but does not affect the solvency of the 
civil-service retirement fund, provided the Congress meets its obli- 
gations and appropriates its share to the fund on an annual basis. 

The solvency of the civil-service retirement fund is of tremendous 
concern to our membership as they are all long-service, career em- 
ployees who have a vital interest in this matter; and we do hope 
that some specific plans will be formulated by the Congress which 
will guarantee the continued soundness of the civil-service retirement 
fund. 

The desirable features of the proposed legislation are as follows. 
No. 1, maintains the present mandatory retirement age of 70 years. 
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No. 2, provides full annuity after 30 years of service and 60 years 
of age. No. 3, continues present eligibility requirements for dis- 
ability retirements with a payment of 40 percent of the average salary. 
No. 4, continues present “deferred retirement” provisions for those 
separated after 5 years of civilian service. No. 5, provides a formula 
of 2 percent of the average salary multiplied by the years of service, 
with an annuity limited to 75 percent of the average salary, Makes 
possible retirement after 30 years of service, regardless of age, at a 
greatly reduced cost to the employee. 

This formula is one-twelfth of 1 percent for each month up to 30 
months, one-eighth of 1 percent for each month between 30 and 60 
months, and one-sixth of 1 percent for each month over 60 months 
under age of 60 years. 

Present law provides retirement at 55 years of age and 30 years 
of service, with a penalty of 3 percent per year for each year under 
60. The savings to the retiring employee at age 55 amounts to nearly 
9 percent. 

No. 6, eliminates cost of a widows’ or widowers’ annuity unless total 
annuity exceeds $4,000, then cost is only 10 percent on the amount 
above $4,000. Widows’ benefits become effective at once rather than 
at 50 years of age. 

No. 7, provides increased benefits for minor children. 

No. 8, provides for reemployment of an annuitant who is otherwise 
eligible and recomputation of annuity after 1 full year of service 
under the 2 precent formula, taking into consideration amounts earned 
during period of reemployment. 

We suggest the following amendments to S. 2875: Section 1 (e), 
yage 3, line 11, delete “5” and insert “3”; section 6 (b), page 15, 
fine 14, delete “a reduced” and insert “an”. 

The effect of the suggested amendment to section 1 would be to 
reduce the 5 years’ average salary to 3 and the amendment to section 
6 would make possible a 30-year service retirement, regardless of age, 
without penalty. 

The National Association of Postal Supervisors has endorsed and 
supported many of the benfits proposed in this legislation year after 

ear and urge early action to assure liberalization of the Civil Service 
aaa Act without the danger of merger or coordination with 
social security and OASI. 

Senator Case. Thank you, Mr. Swygert. Do you have any ques- 
tions? 

Senator Nevsercer. Just one, Mr. Chairman. I notice, Mr. Swy- 
gert, you said that there was some concern about the solvency of 
the fund, the actuarial soundness of the civil-service retirement fund. 

There is no fear in your mind, is there, that this bill would jeopar- 
dize the integrity of the fund? 

Mr. Swycertr. Senator, I am sure that it would not jeopardize the 
integrity of the fund, but I would like to see some definite plan for 
financing the Government’s portion of the fund. In other words, it 
should not be left to chance or to budgetary determination or to 
determinations by others as to just how much should be contributed 
by the Government each year to the fund. 

I would like to see some specific formula in that regard, so that the 
continued solvency of the fund would be assured, 
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Senator Nevpercer. Do you have specific figures as to how much 
more Congress would have to add to the bill annually if the bill be- 
comes law # 

Mr. Swycerr. Senator, I do not. I am merely a lay person in this 
field, and I believe it should be actuarially developed as to the amount 
that is needed to make the fund solvent on an actuarial basis. 

I would certainly not be in a position to say how much that should 
be, but in my opinion, it should be determined by those who are com- 
petent and that that should be the amount provided each year. 

I am certainly in no position to say just what the contribution 
should be. 

Senator Nevpercer. But you do have no very alarming fear that 
the bill would jeopardize the fund ? 

Mr. Swycert. No, I do not, Senator. 

Senator Nevsercer. That is all. Thank you, Mr. Chairman. 

Senator Case. Mr. Brawley, do you have any questions? 

Mr. Braw tey. No, 

Senator Case. Excuse me one second, Mr. Swygert. Along the line 
of Senator Neuberger’s inquiry, just in a general way, what is your 
opinion of what constitutes solvency for the civil service retirement 
fund ? 

Mr. Swycerr. In my opinion, the fund is solvent now, Mr. Chair- 
man. 

Senator Case. Would you explain why you say that? 

Mr. Swycert. Yes, because of the fact that the employee contribu- 
tions alone to the fund have been sufficient since 1920 to pay all benefits 
under that fund and leave a substantial balance in the fund. 

Of course, if it were computed as insurance companies compute 
actuarial soundness, I am sure that there would be a deficiency of some 
billions of dollars. 

I do not know just what amount, whether it is 1 or 9 or 13 has been 
mentioned, I do not know, but it seems to me if the fund has been able 
to pay the benefits since 1920, which still leaves a balance to the credit 
of the fund, just using the employee contributions—and you will 
recall that those contributions were very low at the beginning—I 
believe 214 percent and then increased to 3 and then to 5 and then to 6, 
that certainly it is solvent in my epinion at the moment. 

It might take some additional funds to make it actuarially sound, 
but it is solvent in my opinion at the moment and certainly much 
more solvent than is the social security. 

Senator Case. I think on that proposition you have no disagree- 
ment whatever. 

Mr. Swycerr. My association, while we would not make the state- 
ment that we woudn’t accept any benefits under any proposal that 
would come to us, we certainly are opposed to any merger or coordi- 
nation or whatever you want to call it, with the social-security system. 

Senator Case. Thank you very much. 

Mr. Brawtey. The next witness is Mr. Michael Markwood, presi- 
dent of the National Federation of Federal Employees. 
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STATEMENT OF MICHAEL MARKWOOD, PRESIDENT, NATIONAL 
FEDERATION OF FEDERAL EMPLOYEES; ACCOMPANIED BY 


HENRY G. NOLDA, SECRETARY-TREASURER, NATIONAL FEDERA- 
TION OF FEDERAL EMPLOYEES 


Mr. Markwoop. Mr. Chairman and members of the committee, I 
am accompanied this morning by our national secretary-treasurer, 
Henry G. Nolda. 

I am Michael E. Markwood, president of the National Federation 
of Federal Employees. 

We wish to endorse Senate bill 2875 in its main features. The 
majority of the proposed changes have been covered by resolutions 
adopted at the national conventions of our organization over a num- 
ber of years, indicating a widespread and general approval of the 
proposals. 

However, there are some amendments we would like to submit for 
consideration. There are some provisions with which we are in dis- 
agreement and would suggest revision. 

Under “Coverage,” section 2 (e), presently, by Executive order, the 
Commission has authority to exclude from coverage employees whose 
tenure is intermittent or of uncertain duration. .Conferring the 
authority directly upon the Commission is an excellent approach; 
however, the restriction “except that no employee shall be excluded 
from coverage who has had more than 6 months’ continuous service” 
would appear to present many problems in connection with the expan- 
sion and contraction of the Federal work force in times of a national 
emergency. | 

Under “Creditable Service,” section 3 (a), we suggest that only 
separations in excess of 30 days be excluded from credit for retire- 
ment purposes. The proposed 3-day period will cover only adminis- 
trative deficiencies in separations ind vebiines or transfers, and does 
not take into account the conditions which surround reductions in 
force. Budgetary limitations often prevent carrying an employee 
until he can be properly transferred to some other position in another 
employing department. Thus, breaks in service in excess of 3 days 
are frequently encountered under these conditions. This is unfair 
to employees who may be caught in these circumstances, hurtful to 
morale, with consequent administrative difficulties. 

Senator Casr. Mr. Markwood, I do not want to interrupt you, but 
at this point I wonder if you could tell us if you have any information 
as to the amount or the number of cases where these breaks are for a 
longer period than 3 days and any estimate as to the cost of such 
breaks. 

Mr. Marxwoop. No; we have not. This would be rather difficult to 
obtain, Mr. Chairman. The Civil Service Commission may be able 
to tell from their computations of those who have gone on the annuity 
rolls, how many lost service credit because of these situations. 

You see we had large reductions in force after World War IT and 
also after the Korean incident, and in these cases, of course, where 
you have a surplus of employees in a competitive market, it sometimes 
takes a fellow 2 or 3 weeks or a month or more to get a job, or he 
goes back on the reemployment register and is subsequently selected, 
which may or may not be within a 30-day period. 

75735—56——9 
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Senator Casr. Under the present law he would lose credit for that 
interim period though he can pick it up again ? 

Mr. Markwoop. That is right. 

Section 5 (a): Mandatory separation, we oppose the provision 
which requires separation of an employee when attaining age 70, 
regardless of ae of service. The Civil Service Commission, under 
the provision of section 108 of Public Law 112, 84th Congress, ap- 
proved June 30, 1955, removed age limits for initial appointment to 
positions. 

By this action, the Government indicates to prospective employees 
that they will be able to serve a minimum number of years and secure 
a reasonable annuity. Changing the present provision, which per- 
mits service beyond the age of 70 until the employee acquires retire- 
ment rights, makes age for all practical purposes a disability factor. 

We realize that there are some employees who, upon reaching the 
age of 70, are not able to produce as well as the younger age group: 
but on the other hand, there are outstanding examples of individuals 
who, from a physical and mental standpoint, are the equal of men and 
women many years their junior. 

By the same token, there are men and women younger who mentally 
and physically could be compared with those who have reached their 
70th birthday. Under the proposed provisions of section 7 (a) of this 
bill the interests of the Government would be adequately protected 
since administrative officers could institute requests for retirement 
of those they deem physically disabled. There is increasing recogni- 
tion of the fact that arbitrary limitations on age often tend to be 
both unrealistic and unfair. We feel that this subject should be re- 
viewed very carefully. 

Section 6 (a): Immediate retirement, for a number of years, our 
organization has felt that the period of service for optional retirement 
at age 60, with no reduction in annuity, should be reduced from 30 
years toa ‘lesser number of years. 

As it is at the present, an employee reaching his 60th birthday, who 
has less than 30 years of service, would normally serve until his 62d 
birthday, could resign and would then be entitled to a deferred an- 
nuity. "This, in effect, is optional retirement for a reduced number 
of years of service. We recommend that the optional retirement pro- 
vision be changed from 30 to 10 years of service at age 60. 

Section 6 (b), the provision for ‘optional retirement after 30 years 
of service, regardless of age, is a step in the right direction. However, 
we feel that the limitation of 60 years should be lowered to 55, and that 
the reduction computed under section 9 (d) should be one-sixth of 1 
percent under the age of 55. 

During discussions with members of the Civil Service Commission 
staff, we have been advised that the average age of appointees is 
approximately 27 years. 

Much has been accomplished by the Commission, the departments, 
and agencies in strengthening the career development program. By 
lowering the retirement age with full annuity we could calculate the 
input of new employees, open up promotions all along the line, thus 
adding incentive and in general vitalize the service. 

Section 6 (c), the inclusion of officers and employees of the Bureau 
of Prisons, Federal Prison Industries, Inc., and the officers and em- 
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ployees of the Public Health Service assigned to such field service 
will remove past inequities. 

We feel that the employees of the disciplinary barracks of Depart 
ment of Defense should also be included. While these civilian em- 
ployees are primarily engaged in the detention of military personnel, 
the hazard involved is equal to that of the employees in the groups 
mentioned above. The Department of the Army operates 5 such 
barracks where 335 civilians are employed, and the Navy o 
barracks having 91 civilian employees. We urge the oe 
these 426 employees in this bill. 

Section 6 (d), we recommend that this paragraph be amended to 
provide that any employee who completes 20 years of service shall, 
upon involuntary separation from the service not by removal for 

cause on charges of misconduct or delinquency, be paid a reduced 
annuity computed as provided in section 9. 

It is our feeling that the reasons given in the analysis are equally 
applicable for those employees reached in reduction in force below the 
age of 50 years. The average age of employees entering Government 
service is approximately 27 years, and, therefore, would be approxi- 
mately 47 years of age upon completing 20 years of service. 

It is proving equally difficult for those leav ing a position with such 
long service to secure employment between the ages of 40 and 50 as 
it has been in the past between 50 and 60. 

We feel that serious consideration should be given to these factors 
by the committee. 

Exhibit 1, a reprint of an article by Secretary of Labor James P. 
Mitchell in the January 7, 1955, issue of Colliers magazine, contains 
information which supports our position as set forth already, and I 
ask that that be ineluded in the record. 

Senator Case. Without objection, that may be done. 

(The above-mentioned document is as follows :) 
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OXHIBIT 1 
AFTER 45—ARE You Too O_p To Work 
(By James P. Mitchell, Secretary of Labor) 


Yes, the figure is 45. Shocking as it is people in the prime of life 
are denied jobs because of their age. The Secretary urges action 
now to help them. 

Workers over 45 often can't sell themselves—yet 3.000 firms found 
their work equal or superior to that of younger people. 


The older worker in the United States is up against a problem that could become 
disastrous to him and to the entire Nation. I am not talking about the worker 
who totters with age, but of men over 45 and women over 35 who are healthy 
~~ competent, good for 20 years or more of productive labor. 

By 1975, according to the Census Bureau, the number of persons 45 and over 
will total more than 63 million, an increase of 40 percent over 1953. This group 
Will constitute one-half the population over 20 years of age. Unless something 
is done to give them job opportunities, an estimated half of our adult population 
Will be condemned to a life of economic uselessness. 

It used to be that a worker who had managed to save a few thousand dollars 
and owned his own home could survive many years of retirement without addi- 
tional income, but that’s not true today and probably will never be true again. 
Fifty years ago, a $5,000 backlog woud take care of an aging couple for 15 or 
20 years. Now, if they manage well, they might make out for 2 years. Costs 
and requirements both have risen. Pensions and retirement plans do not fully 
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answer the problem. Life expectancy has increased, but our concept of what 
constitutes old has remained the same. 

State Senator Thomas C, Desmond, chairman of the New York State Joint 
Legislative Committee on Problems of the Aging, got to the root of the problem a 
few months ago when he said that the word “old” in our culture “is an epi- 
thet * * *. Too often it is an affliction, a penalty for survival, a yoke attached 
by the young and immature.” 

The Senator’s remark concisely expresses the Nation’s attitude toward its 
older citizens. It is an attitude which must be changed if we are to utilize our 
labor force to its fullest extent. We must realize not only that older people want 
to work, but that they must work if our economy is to expand. We must learn 
to respect the experience and the wisdom that they can bring to a job. We 
must, in short, realize the good that older people have to offer, and separate the 
real drawbacks from the witches’ tales and superstitions. There are drawbacks 
to youth as well as to age, and they fairly well cancel one another out. 

One other fact all of us, and especially employers, must face squarely. Sixty- 
three million Americans cannot be left to starve. They will demand and must 
get sustenance, plus minimum attributes for agreeable living. If economic life 
becomes too hard for them, they will form the most potent group this Nation has 
known and force some kind of public program for their own survival. This is 
a possibility industry must face immediately. Will it find places for older 
workers and make profits from their production, or be taxed much more heavily 
than now in order to sustain them as nonworkers? The question cannot be 
ducked. 

In attacking this problem, let us begin with a typical case: Jim McDonald’s 
day has ended like yesterday and the day before. He has not found a job. He 
has now applied for work at every plant in his hometown and in all the sur- 
rounding towns. Business is good; all the plants have unfilled contracts; hiring 
is brisk—but no one wants to hire McDonald. Why? Is he a poor workman? 
Does he have a bad record in past employment? Is he unskilled and unreliable? 
Well, no one has inquired very deeply into these questions. If they did, they 
would find that McDonald is a trained and experienced warehouseman, with 
20 years of steady employment in his latest job. Jim is, however, over 45 
years of age. Employers in his town and nearby communities prefer to hire 
younger men. 

The reasons are many and varied, but underlying all of them is the national 
tendency to glorify the values of youth and minimize the values of maturity. 
This constant association of undesirability with age and desirability with youth 
tends to embed in our society a viewpoint that shunts the aged out of business, 
family, and community life. 

The facts are that since 1900 the population of the United States has doubled. 
The number of people 65 and over has quadrupled, and the number 45 and over 
has tripled. In 1953, the number of people 45 years and older constituted, 29 
percent of the total population, contrasted with 18 percent in 1900. Yet, al- 
though life expectancy continues to increase, the rise in the proportion of the 
labor force made up of persons 45 and over has been slow. We have added 
many years to life expectancy, but have not yet figured out what to do with the 
extra time. 

So, Jim McDonald cannot find a job. What is to become of him and his 
family? What about the thousands of McDonalds all over the country? What 
is their solution? Insurance? No. Insurance is no substitute for employ- 
ment. McDonald has approximately 20 years of active, productive life ahead of 
him. Are we going to put him on dole for that entire period? Obviously not. 
What, then? His children can’t support him; they’re not out of school yet. 
Even if they were, why should they have to bear such a responsibility ? 


OLDER WORKERS’ ROLE IN WORLD WAR II 


During World War II, workers 55 years of age and older comprised one-fifth 
of the civilians who kept the American economy going. Retired doctors returned 
to the practice of medicine, retired lawyers to the law. Other older workers 
filled in as clerks, telegraph messengers, delivery boys, waiters, waitresses, 
plumbers, and practically every other work group which met the public. Thou- 
sands of other older workers were employed in factories, shipyards, and on many 
other construction jobs. Moreover, the reason these workers reentered the 
labor force was not solely patriotic. For them, it was a welcome chance to 
become useful and productive again. This conclusion is borne out by the fact 
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that they did not willingly leave their jobs after the war. According to the 
Bureau of the Census, during the postwar period of relatively full employment 
men over 55 kept working, and even more women 55 and over took jobs than in 
wartime. 

Now that the economy has returned to a more normal base of operations, the 
older worker is being shunted back into retirement. Job barriers are keeping 
him out of the Nation’s labor force. 

I believe you can divide these barriers into three distinct types: (1) Those 
resulting from cultural standards, (2) those erected by the older job seeker 
himself, and (3) those imposed by industry and labor unions, 

Concerning the first category, it is the general American assumption that 
chronological age is synonymous with physical and mental age, despite experi- 
ence to the contrary. Department of Labor studies demonstrate dramatically 
that some people in their forties and fifties manifest all the characteristics 
associated with aging, whereas many people in their sixties or older do not show 
any signs of age aside from some lines in their faces and gray in their hair. 

For example, a New York employment office report describes one applicant as 
follows: “His face was haggard, his hands had a discernible tremor, his manner 
was alternately bold and timid. * * * He repeated himself endlessly and re- 
vealed no growth of insight into his problem.” This would strike many people 
as a description of a man of advanced age, yet the applicant was only 51. On 
the other hand, a Los Angeles report cites a woman of 638 who was remarkably 
young looking and whose “personality was so delightfully youthful that she 
could not understand why so many women of her age were so drab.” She so 
deplored this drabness,that she set up a business giving private lessons in charm 
to women over 50. 

All of us can think of outstanding cases which demonstrate that mental age 
is not closely related to physical age. Executives in industry often continue to 
direct their enterprises actively at very advanced ages. Professional workers, 
like those in the medical and legal professions, frequently remain mentally alert 
even after they have become physically enfeebled. 

Personnel workers, as well as employers, often fail to consider older workers 
as individuals. They assume that in any job change the older worker must 
necessarily be downgraded. They assume that older workers fall into certain 
limited occupational classifications—for example, service fields; and that cer- 
tain jobs are preeminently suited to older workers, such as night watchmen or 
elevator operators. But studies by the Labor Department prove that the range of 
jobs which older people can perform capably is much greater than most people 
imagine, 

The cultural barriers can best be summed up by saying that biases against 
older workers stem from a natural human tendency to generalize rather than 
consider the specifics of individual cases. 

During 1950 the United States Employment Service and affiliated State em- 
ployment services conducted studies in five localities on the employment prob- 
lems of the older worker. Out of this research has come an awareness that the 
older worker is often his own main obstacle in getting employment. I know 
from my own experience on personnel management that the older worker fre- 
quently lacks skill in selling himself; he does not know how to carry on an 
aggressive sales campaign in his own behalf. Often he is so affected by the 
shock of being unemployed that he reacts in interviews either with overtimidity 
or overaggressiveness. Moreover, he suffers rapid loss of morale after being 
repeatedly refused employment, and shows discouragement and bitterness to an 
extent which lends weight to his potential employer’s preconceived notions. 

Frequently, too, the older worker is unwilling to change his job or profession. 
A watchmaker thinks only in terms of watchmaking instead of any related pre- 
cision work. Woodworkers think only of woodworking rather than allied 
carpentry trades. This inability to evaluate their own talents affects especially 
those men who have worked for years at one single operation which has become 
obsolete. With proper guidance and counseling, however, such problems can be 
overcome. 


A JOB MAKING WOMEN’S DRESSES 


1 recall the problem of a 54-year-old sheet-metal worker who was extremely 
discouraged after weeks of job seeking in the metal-trades field. He finally 
indicated to the employment office counselor that he was willing to try a nything. 
After questioning by counselor, he revealed that before 1940 he had been a con- 
tractor for 8 years for an inexpensive line of women’s dresses. He had acted 
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as supervisor and foreman and was also able to operate a sewing machine on 
section work. Subsequently, he was placed as an assistant foreman in a small 
dress manufacturing shop at the prevailing wage. 

Personal guidance and counseling can help to overcome the problems the older 
worker creates for himself. Moreover, as older workers continue to increase in 
numbers, they themselves will tend to realize that the changing times require 
a hew approach to the search for employment. I think it is safe to say that the 
barriers set up by the older worker against himself are of a transitional nature 
and will decrease as the population of older people increases. 

The most serious obstacles the older worker encounters are usually those 
erected by industry or labor unions—by the people who actually control the jobs. 
In the hiring halls and offices of industry the older job seeker meets formalized 
age barriers. Day after day Jim McDonald and his fellow older jobseekers leave 
these hiring places with their heads bowed, some bitter, some humiliated, all of 
them with one phrase ringing in their ears: “You're too old.” 

The arguments industry puts forth against the hiring of older workers run 
the gamut from those that might have carried some weight in 1900 but are com- 
pletely invalid today, to those which result from the introduction of modern 
insurance and pension plans. Most of the barriers have no basis whatsoever in 
real life; a few others are questionable. 

Many of our foremost production executives argue that hiring older workers 
means increasing production costs. A leading United States executive told the 
New York Committee on Problems of the Aging that “keeping older people with 
diminishing capacity in the labor force tends to raise costs appreciably and re- 
duce efficiency.” There are no data, however, which indicate that older men 
generally produce less than younger men. On the contrary, the Department of 
Labor has found that older workers produce just as much and sometimes more 
than the younger workers. A National Association of Manufacturers survey, 
made in 1951 of 3,000 companies employing more than 3 million people, indicated 
that 983 percent of the reporting companies felt that workers 45 and older were 
equal or superior in performance to younger workers. 

Nonetheless there is a widespread belief in management circles that low-cost 
mass production, on which our American economy is based, conflicts with the 
hiring of older jobseekers. Closely associated with this idea is the cultural 
theory that young men are needed to buck tough competition. The values of 
mature judgment, experience, and know-how are rarely equated with the more 
emotional “drive,” “pep,” and “dynamie personality” of youth. 

Another of the witches’ tales is that older workers are injured more frequently 
than younger men. A study of 17,800 workers in a variety of manufacturing 
industries, published in 1948 by the Department’s Bureau of Labor Statistics, 
shows that the opposite is true. 

Workers over 45, according to this study, had 2.5 percent fewer disabling in- 
juries than those under 45. The study also found that 25 percent fewer non- 
disabling injuries were sustained by men over 45 than by their juniors. On the 
other hand, the disabilities of older workers lasted longer. The reduction in 
injury frequency, however, more than offset this. 

Are older workers absent more often than the youngsters? A study conducted 
by this Department’s Bureau of Labor Statistics of 16,500 men in 109 manufac- 
turing plants showed that older workers had a 20-percent better attendance rec- 
ord than the younger workers. Also the 1951 NAM report remarked that many 
employers found older workers exerted a steadying influence upon younger 
workers. These employers regularly integrated older with younger workers in 
all operating units. 

In the needle trades of New York City we have a remarkable testimonial to 
the stability, dependability, and high productivity of older workers. The men’s 
clothing and the ladies’ cloak-and-suit industries there are staffed principally by 
workers over 45, with a large percentage between 60 and 65. These industries 
are exceedingly competitive. The competition is not only among plants within 
New York City, but with those in other needle-trade centers such as Philadelphia, 
Chicago, California, and the South. In the South new plants have been estab- 
lished recently to take advantage of cheaper power, cheaper space, and other low 
costs. These factories, being new, have the latest equipment. The employers, 
like all new employers, tend to hire younger employees. Nevertheless, the New 
York centers have retained their competitive position due largely to the high 
degree of productivity of the older workers. 
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PROS AND CONS OF THE CASE 


Why, then, do the Jim McDonalds have trouble finding jobs? Part of the 
answer is found in the fact that most companies have a career policy, promoting 
from within employees with better-than-average abilities. This policy, they 
say, is incompatible with the hiring of older workers. They claim further that 
if they allow older workers to stay on the job after they have reached the retire- 
ment age and continue to hire other older workers, young men will never get a 
chance. 

In order to present the other side of this argument, let us examine a few 
facts. Only 4 decades ago, the average life expectancy of an urban worker 
was 46.6 years. Today, it has reached 68.5 years, an increase of 22 years. The 
i0-year-old-man of today has approximately 25 years of productive labor ahead 
of him. For the most part, industry still bases its employment practices on an 
obsolete life-expectancy rate. Many industrialists either do not realize or do 
not want to real'ze that a 40- to 45-year-old man still has his most mature 
years to give to a firm. I believe that what is needed here is to redefine the 
word “old.” 

If we do this, and couple it with the fact that older workers are not “job 
hoppers,” the whole career-policy argument will lose a lot of weight, if not 
collapse entirely. Hire a man in his twenties and it’s a 2-to-1 bet that he'll 
stick with you no longer than 3 years. A Bureau of the Census report in 1951 
shows that the median duration of employment for men and women was 3.4 
years with the same employer. For workers aged 45 to 54, the norm was 6.3 
years with the same employer : 55 to 64, 8 years with the same employer, and for 
workers 65 and over, more than 10 years with the same employer. 

The youthful worker does not have to be greatly concerned about losing a 
job. He has the strength, the resilience, the hopefulness of youth and can get 
along. But the older worker, who has dependents, must face up to the fact 
that his first responsibility is to take care of his family. Therefore, he cherishes 
a job. And the compulsions within him to make good increase as age increases, 
right up to the end of his productive years. 


THE DIRECTORS’ FACES GOT RED 


“Why,” asks the older worker, “should I be forced to retire at a certain age 
when I want to go on working?’ It’s a good question. Large firms are justi- 
fiably proud of their retirement plans, and boast about the manner in which they 
ure enforced. I recall listening to a company representative laud his firm’s 
retirement plan in a speech before a university audience, pointing out that the 
program constituted the most efficient manner of replacing the old with the new. 
But after he was finished, a student raised his hand and asked if the plan applied 
to the company’s board of directors. He received a blush for an answer. You 
see, the president of the board happened to be 75 years old. 

We in the Labor Department can find only a limited argument against the 
hiring of older workers, and it applies only to those firms which have high-cost 
pension plans. The employers argue that it costs too much to provide an ade- 
quate pension for a man or woman who enters the firm’s employ at the age of 
40 or over. The insurance firms say that this is not so, or at least need not be 
so. Whatis the truth? Wedo not know as yet. What is needed is a full-scale 
study of pension plans. Representatives of industry, labor, the insurance com- 
panies and Government should get together behind closed doors and thrash out 
the whole question. 

If we fail in our efforts to help older workers find jobs, if in effect we are 
forced to say to increasing numbers, “You are too old for a job,” then we can 
expect increased pressure for retirement at lower ages. Such pressures would 
not become effective overnight, but events could happen which would cause them 
to build up at a rapid rate. The so-called war-baby boom will soon pour mil- 
lions of entrants into the labor force. In the 1960's, there will be an increase of 9 
million in the age group 15 to 24. This is far in excess of the rate of increase 
in the total population. These young people will give severe competition to older 
job seekers. Are pensions the answer? Before saying “Yes,” we had better 
examine the cost. 

At present, the typical actual retirement age is between 68 and 69. If every 
person now insured under old-age security insurance were forced to retire at 
age 65, $750 million would have to be added to benefit costs in the first year 
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after such a change. If the age of retirement were reduced to 60, the cost 
would go up from $1,500 million to $2 billion in the first year of operation. 

One eminent economist estimated some years ago that if we continued to 
accept 65 as the arbitrary and actual age of retirement, the cost of pensions 
for the next 25 years could amount to 17 percent of the payroll. On the other 
hand Dwight S. Sargent, personnel director of Consolidated Edison of New 
York, estimated with respect to pension costs in his own company that if an 
employee works 1 year beyond 65, the amount of savings on his pension plan is 
about $1,000. At the same time, there is a saving to OASI (old-age and sur- 
vivors insurance, under the Social Security System) of another $1,000. There 
are also savings in unemployment compensation varying from State to State, 
depending upon the level of benefits and interpretations of State laws. Such 
savings, obviously, are to be desired by both industry and the public. 

What about the labor unions? The unions, of course, do not act directly 
against the older worker. Older workers are constituents of labor. It is for 
the unions to look after their best interests. For the most part, they do. Union 
pressures for old-age insurance, corporate pensions, medical benefits, seniority 
and full employment have operated to protect the older person. However, the 
interest of individual unions in the older worker varies considerably, depending 
on the age of their members, the age of the union leaders, the nature of the 
organization, the stage of unionization achieved and so on. 


UNIONS OPPOSE “DOWNGRADING” 


Some unions refuse to permit workers of declining abilities to be downgraded 
in pay or position. Thirty percent of the international unions reporting to the 
New York State committee on problems of the aging said that they refused to 
allow such downgrading, and 10 percent said that they left the matter up to the 
locals. All of the internationals reporting, with the lone exception of the Inter- 
national Typographical Union, refused to let their members remain at the same 
jobs at lower wage rates if unable to do a full day’s work. Moreover, manage- 
ment officials reported to the same committee that even when union rules do 
allow such procedures, the labor leaders violently oppose them during collective 
bargaining sessions. 

Union with hiring-hall arrangements reported they were able to combat 
management barriers against older workers by controlling the employment 
referrals. However, unions which utilize work permits sometimes ask older 
workers who switch from one skill to another to start as beginners. 

Thirty percent of the internationals reporting to the committee stated that 
they do not allow part-time employment of retired union members. The unions, 
of course, fear that such permits would cut the potential earnings of full-time 
employees. 

These practices and rules make up employment blocks for older workers. 
They are not, perhaps, as all enveloping as the formal age qualifications set up 
by management, but they do contribute to the whole picture. 

“If maturity is not an asset,” says architect Frank Lloyd Wright, “then our 
civilization passes into failure.” 

If it is not an asset, the 83d Congress (average age 54.5) and the President’s 
Cabinet (average age 58) are hotbeds of senility. If it is not an asset, we have 
been electing the wrong men President of the United States; all but 6 were 50 or 
older when inaugurated, and 7, including President Eisenhower, were 60 or 
more. 

We in the Department of Labor are doing all we can to bring the problem to 
the attention of the American people. In 1954, I formed a departmental 
committee on the older worker. The committee recommended that I propose 
to labor and management a six-point older-working policy. The proposals 
include: 

(1) That workers be selected for employment and training on the basis of 
ability and qualifications for the job, regardless of age. 

(2) That workers reaching retirement age be enabled to continue working, 
if they so desire and are able to do satisfactory work. 

(3) That sound labor standards, including health and safety measures and 
equal pay for comparable work, be maintained in order to increase the employ- 
ment opportunities of older workers. 

(4) That inquiries and studies be conducted into the major reasons for exist- 
ing limitations on jobs and job opportunities, and that the validity of these 
reasons be evaluated. 
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(5) That a program of services to older workers, including counseling, selec- 
tive placement, individualized job development, training and community coop- 
eration, be developed through the State employment security agencies and other 
public and private agencies. 

(6) That consideration be given to the establishment of systematic programs 
designed to assist older workers who are eligible and willing to retire to make 
appropriate plans for the productive use of their time in retirement So that the 
transition from employment to retirement does not bring undue psychological, 
social, and economic shock to the individual. 

Of these proposals, Nos. 1 and 2 are basic. 

In respect to the thorny problem of pension plans and their costs, I intend 
in the very near future to call a conference of top management officials to dis- 
cuss the problem of pensions and allied employee benefit plans, 


WHEN AGE CURTAILS PRODUCTION 


The Wage-Hour and Public Contracts Divisions of the Department have played 
a substantial role with respect to employment opportunities for older workers 
who are no longer sufficiently productive to earn the applicable minimum wage 
under the Fair Labor Standards Act or the Walsh-Healey Public Contracts Act. 
Special subminimum certificates may be issued to these workers under regula- 
tions which permit them to be employed within their capacity in regular industry 
without exploitation and without endangering labor standards. Certificates are 
not issued for women workers under 55 years of age, or for men under 60 years. 
Certificate rates are based upon the individual worker's productivity. 

Programs of this type help. Furthermore, the Department of Labor is not 
alone in its concern for the older worker. The States are increasingly active. 

They see the problem daily at the doors of their employment offices. Manage- 
ment and labor groups have also realized the problem, and are taking steps to 
solve it. 

But most of the work remains to be done. We are no longer a nation of young 
men. If our economy is to continue its high rate of production and not suffer 
the pangs of mass unemployment, our older workers must be given equal status 
in the competitive job market. If we are to maintain a skilled work force for 
the defense of the Nation, our older workers must be allowed to keep their skills 
up to date and not grow rusty from inactivity. 

No matter how much we would like to make youth eternal, we cannot. In- 
evitably the age of 40 arrives, and if we are fortunate we live to an old age. 
This problem confronts all of us. The only solution is to hire the older worker 
and make a profit from his production. 


(Reproduced by special permission of Collier’s for January 7, 1955—The 
Crowell-Collier Publishing Co.) 


Mr. Markwoop. Under section 7 (d), “Disability retirement”: We 
oppose relating earning capacity to the right to receive disability re- 
tirement. The Civil Service Commission Retirement Report for the 
fiscal year ending June 30, 1954, shows that 8,088 employees retired 
for disability during the period. These employees had an average of 
18 years of service, with an average age of 55.6 years and received 
monthly annuities of $92. 

Some employees, who develop physical disabilities during the course 
of their working career, upon consulting their physicians and with 
consent of their supervisors and administrative offic ers, are placed in 
positions involving duties within their physical limitations and con- 
tinue in service until the disability becomes such that retirement be- 
comes necessary. 

In some cases, the salary immediately prior to retirement, as indi- 
cated in this section, might be the least they had received during their 
working career. This would be unsound and unfair. 

Under “Computation of annuity,” section 9 (d): Consistent with 
our recommendation for optional retirement after 30 years of service 
at age 55, with full annuity, we recommend that section 9 (d) be 





134 CIVIL SERVICE RETIREMENT 


amended to make the reduction formula one-sixth of 1 percent for each 
month that the employee is under the age of 55 years. This would 
bring the reduction into agreement with section 6 (b) of this bill. 

Section 9(g): E mploy ees or members retiring under section 7, “Dis- 
ability retirement,” should, as a matter of equity, be permitted to elect 
reduced annuities at time of retirement as otherwise provided in this 
subsection. The provision “and found by the Commission to be in 
good health” should be eliminated because obviously employees retir- 
ing because of disability can and often do have dependent parents. 

Under “Survivor annuities,” section 10 (a) (1), we strongly recom- 
mend that the amount p: ayable to the widow or widower as a survivor 
annuitant be increased from 50 to 60 percent of the annuitant’s earned 
annuity that does not exceed $4,000, in order to increase the present 
low average of $48 as shown in the Civil Service Commission Retire- 
ment Report for the fiscal year ending June 30, 1954. This average 
includes payments to surviving children. Similar changes should be 
made in section 10 (a) (2) and section 10 (b). 

Section 10 (c): We recommend that the amount paid to the widow, 
dependent ie er, or parent be increased from 50 to 60 percent of 
the annuity of an employee who dies after 5 years of service. 

The effect of the above-recommended increases in percentage factor 
for survivors is shown on exhibit 2, attached. 


Exuipit 2.—Effect of increase in percentage factor for survivors at certain 
salaries 





| Widow, wid- | 





at ia Yearsof | Percentage | ower.or | Widow with 
Average salary service | factor | dependent | 2children 
parent 
| 
$3,000_ .__. 20 50 $50 $100 
| 55 55 105 
| 60 60 110 
65 65 115 
70 70 120 
75 75 | 125 
$3,600. _ _- ES -<| 20 50 60 | 120 
55 66 | 126 
| 60 72 132 
| 65 78 | 138 
70 s4 144 
| 75 90 150 
Gace ecemievp pene -cenemeennenaggebvowsal 20 50 70 140 
55 77 147 
60 M4 154 
65 91 161 
| 70 9S 168 
| 75 105 175 
a ke a et lee kabe tee 20 | 50 100 180 
55 110 190 
60 120 200 
| | 65 130 210 
| } 70 140 220 
75 15 230 
Se 20 50 134 214 
55 147 227 
60 160 | 240 
| 65 174 254 
70 187 | 267 
7 | 200 280 


Se ee — $$$ $$ 


Under “Additional annuities,” section 12 (c), we recommend that 
the survivor benefiting from a joint survivorship annuity should also 
be increased from 50 to 60 percent of the reduced additional annuity. 

Section 17, effective date, section 5, we recommend that, due to the 
substantial number of employees who will be affected by this act, the 
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effective date should be the first day of the second calendar month 
following the date of enactment except as otherwise provided therein. 
Public Law 369 should be amended to terminate on the effective date of 
this bill. 

In summary, we would like to point out that the proposed bill, if 
amended as recommended, will provide an added incentive for those 
career employees now on the rolls to remain in the Federal service and 
will do much to attract and hold competent men and women in the 
future. 

Much has already been said about the added costs of the increases 
in benefits, but little has been put in the records as to the cost of turn- 
over in our employment. According to the Hoover Commission 
Report on Personnel and Civil Service, replacement costs run about 
500 per employee or, during the year 1954, the total cost, based on a 
557,000 turnover, would approximate $278 million. An attractive re- 
tirement program adds greatly to the career service and must be re- 
garded in its relation to all the other factors of good personnel admin- 
istration. 

We oppose the proposal of the administration to supplement the Fed- 
eral retirement system with that of old-age and survivors insurance. 
Successive conventions of the National Federation of Federal Em- 
ployees for a long number of years have unanimously opposed any 
such supplementation, and the complete lack of evidence of the desire 
on the part of the Federal employees to be included under such a 
system is apparent from the fact that, during all those years, not a 
single resolution has ever been presented to our conventions. 

There are compelling reasons why this is so. Federal retirement 
and social security are and properly should be different in seope and 
purpose. 

Federal retirement was established by the Congress as an integral] 
part of the whole system of Federal personnel administration. Career 
Federal employees have contributed to it over the years substantial 
deductions from their salaries: Congress has amended the law from 
time to time both to improve the law in and of itself and in its rela- 
tionship to the whole system of Federal personnel management ; and, 
also, to safeguard the integrity of the retirement fund. 

All sound and proper improvements in Federal retirement can and 
should be made within the framework of the system as has been done 
in the past, wtihout confusion, without merger, without supplementa- 
tion, and without encroachment. 

The National Federation of Federal Employees was organized in 
1917. For more than 50 years efforts to secure a Federal employee 
retirement law proved unavailing. In 1920, however, the first retire- 
ment law was placed upon the statute books. 

Through the years improvements in the law have been enacted. 
It has amply proved its worth not alone to the employees but to the 
voter and Government of the United States as a vital part of the 

‘areer service system. During all of these nearly 36 years the admin- 
nhietion and functioning of this legislation has been exemplary. 

The Johnston bill provides for the most comprehensive revision of 
the law since its enactment, and does so within the framework of the 
basic purposes of the Federal retirement system. 

It provides a number of important new or improved benefits. — It 
has been the very clear experience of the National Federation of 
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Federal Employees that career employees are willing to pay their 
fair and reasonable share of the increased costs of worth while im- 
provements in the retirement system, and, also, to insure permanently 
the stability and actuarial soundness of the retirement fund. 

I appreciate the opportunity of appearing before the subcommittee 
today. 

Senator Case. Thank you, Mr. Markwood. Do you have any ques- 
tions at this time, Senator Neuberger ? 

Senator Nevpercer. I just want to ask you one question about what 
you said about changing the 30 years to 10 years of service. You are 
much more familiar with the technical aspects of this than I am. 
Would that have a substantial additonal drain on the fund ? 

Mr. Marxwoop. No. 

Senator Nevsercer. It would not? 

Mr. Markwoop. You see, as it is now the employee having less than 
30 years, sir, if he is approaching the age of 62, he stays on until he is 
62, and then if he wants to retire, he merely gets out. It would be 
based on his years of service times the annuity factor. 

Senator Neupercer. I understand that. I just wondered if you 
changed it so drastically from 30 to 10, if it would lead to any insta- 
bility in employment. 

Mr. Markwoop. No; on the contrary. You see, actually, let’s 
assume that an employee had 15 years of service, and he is age, 60. 
All we are doing is shortening that 2 years. We would permit him 
to go out at 60 rather than wait until he is 62 years, another 2 years, 
because then he could just merely resign, and under the provisions 
of deferred annuity he has the vested right after 5 years. 

So he resigns and goes out and promptly gets an annuity which we 
call a deferred annuity, but which actually is in immediate annuity. 

Senator Neusercer. The provision I am particularly concerned 
about is where you said you recommend that the optional retirement 
provision be changed from 30 years to 10 years of service at age 60. 

It is not the age I was asking you about. The thing is when with 
optional retirement, he can take retirement after 10 years rather than 
30 years of service, you do not think that would encourage lack of 
longevity in Federal employment ? 

Mr. Marxwoon. No. 

Mr. Noxtpa. As a matter of fact, Senator, if I may interject, it just 
reduces by 2 years the time that you would retire, and we have felt for 
a good many years that this should be changed. What number of 
them would go out, what percentage of them would go out, would be 
problematical, because the amount of annuity would be lower. 

Mr. Brawtey. Of course, it is not just lowering the retiring age 
from 62 to 60. You are allowing a man to retire after 10 years of 
service. 

Senator Neusercer. I could not hear what you said, Mr. Brawley. 

Mr. Brawtey. The present law says he cannot retire unless he has 
this 30 years of service, and during that time he has paid money into 
the system. Then a man of 62 has the same life expectancy whether 
he gets out at 62 or 60. If he pays into the fund for an additional 2 
years, it certainly would not be a serious drain on the fund. 

I mean your principle would be the man is retiring at practically 
the same age and he has not paid into the fund for 30 years. He has 
only paid in for 10 years. 
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Mr. Nouba. He has a slightly longer life expectancy at 60 than at 
62, and it has been actuarially computed under the old law that he 
would probably draw less by serving 2 years less. 

Senator Casez. I think the counsel’s point is not so much a question 
of how great the annuity obligation of the fund would be, but the 
question of the contributions made by the employee. 

Senator Nevpercer. That is what I was trying to get into. 

Mr. Notpa. That would have to be taken and actuarially computed. 

Senator Neusercer. You have proposed quite a voluminous amount 
of amendments to the present bill. It has been estimated that the 
Johnston bill as written may cause the employees to contribute some- 
what higher to the bill. Just glancing over your amendments and 
thinking of the figures that have been furnished the committee by the 
Civil Service Commission, it might conceivably take an 8-percent 
contribution from employees. Would you be willing to go that high ¢ 
Should employees be willing to go that high for these amendments? 

Mr. Markwoop. Yes; because if we are going to maintain the in- 
tegrity of the fund and if once and for all, eliminate attempts to give 
us something that has a broader base on a tax basis, we certainly 
would. 

Senator Casz. What is your concept along the lines of my question 
to one of the previous witnesses of what constitutes solvency for the 
fund, Mr. Markwood ? 

Mr. Marxkwoop. This, we believe, should be based on actuarial 
soundness on an accrued liability basis. 

Senator Casg. In other words, your position is that the fund should 
be actuarially sound? 

Mr. Markwoop. As nearly as we can make it on an accrued liability 
basis, 

Senator Case. By accrued liability, you mean liabilities that have 
come into being and on which the fund is presently paying—or just 
to be quite specific, a man still working, though he ae worked for 
a long time and built up a substantial claim is not in your judgment 
or for the purpose of your answer an accrued liability, whereas some- 
one on the retirement roll, having retired, is an accrued liability, is 
that what you mean? 

Mr. Markwoop. No; you see if we had persons who were in and 
left their deposits and were entitled to deferred annuities, at age 62, 
we have an accrued liability beginning at age 62, and we should not 
defer into the future all of our deferred liabilities. 

Senator Case. Then what persons already receiving annuities do 
you include in your definition of accrued liabilities—persons who 

ave the option to retire immediately, although they may be still 
working 

Mr. Marxwoop. That is correct, sir. 

Senator Case. And that who are already retired and persons en- 
titled to retire though still working are what you regard as accrued 
liabilities of the fund ? 

Mr. Marxwoop. We want to be as nearly solvent as we can. The 
normal, plus interest, method would give us reasonable solvency. This 
method provides for payments to the fund of the normal cost, plus 
interest on the unfinanced past service liability. This is a matter, of 
course, that even the actuaries cannot agree on amongst themselves. 
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Senator Case. I fully agree, but what we can do—and I would be 
very glad if you would like to—after thinking this over and talking 
about it—have an official view of your organization on this point, 
nothing as to dollar amounts—of course, that is a matter for mathe- 
maticians and statisticians—but rather as to the theory on which you 
think the fund should be kept solvent, and what you mean by that 
term. 

Mr. Kertix. Mr. Chairman, the witness has offered quite a number 
of suggestions, but I heard only one sentence relating to the bill itself. 
I would like for the record to indicate whether Mr. Markwood favors 
one bill or the other. It did not seem quite clear to me. 

Mr. Markwoop. I think in our summary we pointed out that we 
are not at all, and never have been, interested in any form of supple- 
mentation, integration, merger, coordination, or whatever it might be 
called with social security. 

Mr. Kerurn. That is something you are opposed to. What are 
you in favor of? One bill does not have coordination. Are you in 
favor of the bill that does not ¢ 

Mr. Markwoop. We are very, very much in favor of the Johnston 
bill in its present form; even without the recommended amendments, 
it represents a very forward and progressive step. 

Senator Case. I have just one more question on the point that you 
were speaking to just a moment ago. I must confess that I would 
like to see the benefits of social secur ity available to everybody in the 
country. This does not mean any particular form of integration or 
anything else. 

But it seems to me that our social-security system is a sound thing 
and that if it is sound for one group, it ought to be available to 
everyone. 

I would like very much if some of the thinking of your organization 
and other people could be directed to the question of prov iding many 
more benefits than could be obtained without what you conceive to be 
the defects and dangers of this fund of your own. 

I think if the social-security system is sound, and I think it is, I think 
it theoretically ought to be possible for us to make it available to 
everybody and to have a system which could be improved and whose 
improvements would be available to everybody as time goes along and 
so forth; but I am a little distressed at the feeling that that is not a 
possibility, in fact, perhaps not even desirable. 

I would like, not at the moment, for you to give me any comments 
that you have on that general proposition, but also to have any 
thoughts that occur to you upon reflection, because I feel quite strongly 
still that this is a good thing and we ought to make it available to 
everybody. 

Mr. Markwoop. Mr. Chairman, I think the real argument that has 
been advanced for including the Federal group in the Government’s 
social-security plan are those who move back and forth between com- 
mercial employment and Federal employment, and this is p: articularly 
true during the periods of mass expansion and contraction of our work 
force in times of emer gency. 

I think the real answer to that is the Civil Service Commission has 
the authority at present by Executive order to exclude these people 
from our retirement system and per mit them continued coverage under 
the old-age and survivors insurance program, and we believe this 
should be so. 
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I do not believe we can ever enact a law that will take care of all 
future situations, and particularly those that require us to expand and 
contract our work force in times of emergency. 

I think that all of the arguments that have been advanced as to 
covering those persons who go from the one field of employment to 
another and then back again, the so-called inners and outers, we should 
really exclude them, or I think we could develop a system whereby 
there could be a transfer of credits to their account in the old-age and 
survivors insurance program, which would solve the problem of the 
so-called transient group. 

I think that all employees’ organizations and groups share the same 
fear that even a partial coordination or a partial merger will over a 
period of years result in the elimination of what we consider to be one 
of the keystones of a good career service, and we have got to regard 
costs in relation to that not only with respect to retirement, sir, but 
with respect to all costs of maintaining a work force of 2,300,000 people. 

For example—and I think it was well pointed out in the Hoover 
Commission recommendations on personnel and civil service, that 
something has to be done to eliminate all possible causes of turnover. 
The turnover for the fiscal year 1954 was 557,000 out of a work force 
of approximately 2,545,000. 

They state here that replacement costs run about $500 per employee 
turnover, which cost the taxpayer about $278,500,000 in 1954. 

If turnover could be dropped to 23 percent—in other words, reduced 
from 557,000 to 529,000—in 1956, a saving of $14 million could be 
achieved, and a drop to 20 percent would save $48,500,000. 

The replacement cost excludes the amounts borne by each agency, 
for expense of varying degrees of security clearance for each new 
employee, and of course, does not take into account the incalculable 
loss in terms of experience and know-how which go out of the service 
with each separated employee. 

So, when we talk about how much more it is going to cost the Gov- 
ernment as a contributor to our system, I think we have to look at all 
the cost that the Government is now bearing, and on which there is 
no return. 

Senator Casr. I quite agree. Are there any other questions of 
Mr. Markwood / 

(There was a negative response. ) 

Senator Case. Thank you, Mr. Markwood. 

Mr. Markwoop. Thank you very much. 

Mr. Brawtey. Mr. Warren B. Bledsoe, president of the National 
Association of Rural Letter Carriers. 





STATEMENT OF WARREN B. BLEDSOE, PRESIDENT, NATIONAL 
ASSOCIATION OF RURAL LETTER CARRIERS; ACCOMPANIED BY 
JOHN W. EMEIGH, NATIONAL SECRETARY, NATIONAL ASSOCIA- 
TION OF RURAL LETTER CARRIERS 


Mr. Buiepsor. For the record, I am accompanied today by John W. 
Emeigh, national secretary of our organization, and I am Warren 
8. Bledsoe. I am president of the National Rural Letter Carriers’ 
Association, representing a paid-up membership of more than 36,000 
comprising more than 90 percent of all regular classified regular rural 
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letter carriers in the Nation. The balance of our membership is com- 
posed of retired, temporary, and substitute rural letter carriers. 

We welcome this opportunity to appear before this subcommittee to 
present our views and recommendations on the proposals before you 
for the liberalization of annuity benefits under the provisions of the 
Federal Civil Service Retirement Act. 

Our position on this important subject is predicated upon a unani- 
mous convention mandate which is further supported by a unanimous 
vote of the national board of this association. 

We strongly oppose any type of coordination of the civil-service 
retirement system with social-security benefits under the provisions 
of the OASI Act. 

We strongly endorse and support a realistic approach to the liberali- 
zation of the retirement provisions of the civil service retirement sys- 
tem. Such liberalization must, in our opinion, be incorporated within 
the framework of the Civil Service Retirement Act. 

Our opposition to the principle of coordinating civil service and 
social security retirement for Federal employees is threefold: 

First, we oppose it from the standpoint of cost of operation. It 
would be necessary to install and maintain separate retirement ac- 
counts for each Federal employee in both civil service and OASI. In 
addition to the administrative cost of maintaining these duplicate 
records, it would be necessary to process each application for retire- 
ment by both civil service and OASI. 

Then, after retirement of the employee, it would be necessary for 
both of these agencies to prepare and mail checks each month cover- 
ing his monthly annuities under both systems. This would impose an 
undue cost burden in handling and processing retirement benefits. 

Secondly, we oppose the proposed coordination because it is our 
belief that subsequent assessments on the employee would eventually 
result in an increased cost to Federal employees. 

Third, and most important, such coordination would not provide 
any immediate improved income benefits to retiring employees them- 
selves, but would require several years’ operation before actual in- 
creased dollar benefits would accrue. 

S. 2875, which is before you for consideration, more nearly meets 
the economic requirements of Federal employees than any other legis- 
lation which is presently being considered. We therefore place our- 
selves on record as supporting and endorsing S. 2875 with the fol- 
lowing suggested amendment: 

(a) We suggest that proper language be incorporated in S. 2875 
to provide an annuity for widows of employees who died in service 
or the widows of annuitants who died prior to April 1, 1948, without 

roviding survivor annuities for their widows at time of retirement. 

his suggested annuity should be based on the present method of 
computing annuities for widows of employees, which is 50 percent 
of earned annuity to the credit of employees at retirement or death, 
but in no case to exceed $600 per annum. This would provide a 
widow thus affected with the same annuity rights she would have been 
entitled to should her husband’s death have occurred on or after 
April 1, 1948. This would eliminate a gross inequity toward these 
widows existing in present law. 

We further strongly recommend that language be incorporated in 
S. 2875 which would assess the Government’s proper contribution to 
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the retirement fund, as the employer, against each governmental 
ugency for the employee in that agency. 

The employer’s contribution to the retirement fund is properly a 
portion of wages paid; consequently each agency of Government 
should have incorporated in its budget the proper amount of funds 
to cover the Government’s contribution toward the reserve of the re- 
tirement fund from which employees’ annuities are paid. 

The Board of Actuaries of the Civil Service Commission should 
advise each governmental agency at the close of each fiscal year the 
percent of its payroll for the year then closing which is necessary to 
maintain the financial stability of the civil-service retirement fund 
on a full and completely funded basis. 

It should then be the duty of each employing agency to include in 
its budget the necessary amount of dollars based on the past year’s 
experience rating to cover the Government's proper portion of retire- 
ment cost for the ensuing year. 

We feel that these recommendations will materially improve the 
structure, coverage, and application of benefits to Federal employees, 
and at the same time establish an adequate funded reserve in the 
retirement system. 

The possibility of additional contributions from employees to pro- 
vide the liberalizations sought have been rather widely discussed. 

If, in the good judgment of the committee, additional funds are 
determined to be required, we urge that the increased cost to the 
Federal employee be held to not more than a total of 7 percent. 

In this connection, we strongly feel that if the employee’s contribu- 
tion is increased a definite requirement should be incorporated in the 
bill requiring each Federal agency to make a proper percentage pay- 
ment of their total payroll to the reserve fund covering the Govern- 
ment’s portion of the retirement costs. 

We respectfully urge this committee to give serious consideration 
to the recommendations made. 

S. 2875 is the most forward-looking piece of legislation since the 
act was established in 1921. We urge this subcommittee to promptly 
report it maar to the full committee, and trust that that committee 
will in turn expeditiously report it out for action by the Senate. 

May we commend Senator Olin D. Johnston for sponsoring this 
most desired legislation, and the Senate committee as a whole for their 
consideration of this improvement in the civil-service retirement sys- 
tem. 

Mr. Chairman, we are deeply grateful to you and the members of 
this committee for the privilege of appearing before you and present- 
ing our views and recommendations. 

Senator Case. Thank you, Mr. Bledsoe. 

Senator Neuberger, do you have any questions? 

Senator Neusercer. I would just like to say, Mr. Chairman, I am 
very glad to see the suggestion made for the amendment in the bill 
applying to widows whose husbands in Government service died ap- 
proximately on April 1, 1948. 

I know of several situations out in my State where some genuine in- 
justices have occurred just because of that very narrow borderline. I 


agree that this amendment ought to be included in the bill, and I am 
glad you offered it. 
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Mr. Buepsor. Thank you, Senator. That condition is rather wide- 
spread. 

Senator Neusercer. I have run into quite a number of them, and it 
just seems to me, Mr. Bledsoe, that it is rather harsh to penalize 
someone when just the matter of an arbitrary date more or less in- 
trudes in the situation. 

Mr. Biepsor. Yes. 

Senator Nevnercer. That is all Ihave, Mr. Chairman. 

Senator Scorr. Thank you. 

Mr. Kerury. Mr. Chairman, for the record, there are approximately 
40,000 such situations. 

Senator Scorr. Thank you very much, Mr. Bledsoe. 

Mr. Biepsor. Thank you, gentlemen. 

Mr. Brawtry. Mr. Ross Messer, legislative representative of the 


National Association of Post Office and General Services Maintenance 
Employees. 


STATEMENT OF ROSS A. MESSER, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POST OFFICE AND GENERAL SERV- 
ICES MAINTENANCE EMPLOYEES 


Mr. Messer. Mr. Chairman, I know you have a lot of other wit- 
nesses, so I would like to make a few comments and insert my state- 
ment as if read. 

Senator Scorr. If there is no objection, that will be done. 

(The above-mentioned document is as follows :) 


STATEMENT OF Ross A. MESSER, LEGISLATIVE REPRESENTATIVE, NATIONAL ASSOCT- 
ATION OF PosST OFFICE AND GENERAL SERVICES MAINTENANCE EMPLOYEES 


Thank you, Mr. Chairman and members of the committee, for this oppor- 
tunity to appear before you today. My name is Ross A. Messer and I am 
legislative representative of the National Association of Post Office and General 
Services Maintenance Employees, representing the custodial employees of the 
postal field service and General Services Administration. 

I wish to take this opportunity to thank Senator Johnson for his interest in 
the Civil Service Retirement Act, its application, and for introducing S. 2875, 
a bill to revise the Civil Service Retirement Act. I also wish to thank you Mr. 
Chairman, and the members of the subcommittee for your interest in the subject 
of civil-service retirement and its liberalization. 

The Civil Service Retirement Act has, in our opinion, needed liberalizing for a 
number of years. It has not kept pace with the liberalization of other retire- 
ment or old-age survivorship systems as it has not been revised since 1948, al- 
though other systems have been revised since that date. S. 2875 liberalizes the 
method of computing annuities for future retirees, for employees retired on disa- 
bility, and for surviving dependents. 

Our association has for a number of years favored retirement after 30 years 
of service, on a full annuity, regardless of age. The present law requires a reduc- 
tion of one-fourth of 1 percent for each full month the retiring employee is under 
age 60. Section 9 (d) of S. 2875 would change the present formula to one- 
twelfth of 1 percent per month up to 30 months, one-eighth of 1 percent for each 
month in excess of 30 and up to 60, and one-sixth of 1 percent per month for 
each month in excess of 60 that the employee is under age 60 at the time of retire- 
ment. We are still of the opinion that the committee should give consideration 
to retirement upon the completion of 30 years, on full annuity, regardless of age. 

Section 9 (a) of S. 2875 liberalizes the method of computing annuities by 
allowing 2 percent of the average salary multiplied by total service as compared 
with 1% percent of average salary multiplied by total service, while retaining 
the feature of 1 percent of the average salary plus 25 multiplied by the total of 
years of service for the employees with lower salary averages. 
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Employees with short periods of service who were forced to retire on disability 
have been unjustly treated due to the way their annuities were computed. Sec 
tion 9 (a) liberalizes the method of computing disability retirement by allow 
ing (1) at least 40 percent of the average salary or (2) the sum obtained by 
computing his salary in the normal method after increasing his total service by 
the period lapsing between the date of separation and the date the employee 
attains the age of 70, whichever is the lesser. This is a great improvement over 
the present law and will materially assist those retiring on disability. 

Section 10 of S. 2875 liberalizes the benefits to survivors of an annuitant o1 
an employee who dies while in the service. The proposals in section 10 greatly 
improve the benefits paid today ; however, it is believed that after careful study 
the benefits could be increased even beyond those proposed in section 10. 

There are certain features of the bill with which we do not agree. Section 
5 (a) provides that an employee shall be automatically separated from the 
service on the last day of the month in which he attains the age of 70 and all 
salary shall cease from that date. The present law allows employees reaching 
age 70, who have not completed 15 years of service, to continue in the service 
until they have completed 15 years of service. Section 5 (a) would change this 
by requiring the separation of an employee at the end of the month in which 
he becomes age 70. Public Law 112, 84th Congress, section 108, Independent 
Offices Appropriations Act, 1956, removed the age limit requirements for appoint- 
ment to civil-service positions. It seems quite strange that an employee could be 
appointed to a position even though he was 69 years of age, which would not give 
him sufficient time to earn civil-service retirement coverage by age 70; however, 
we do feel that an employee who has received a regular civil-service appointment 
should be allowed to remain in the position until he has served a sufficient period 
of time to be covered by the Civil Service Retirement Act. With this thought 
in mind, we would like to suggest an amendment to section 5 (a), page 14, line 
15, by inserting the following language immediately following the “comma”: 
“Provided the employee has completed 5 years of civilian service.” 

Section 9 (a), page 21, line 16, provides that the annuity shall not exceed 
75 percent of the average salary, which is a change from the present law which 
provides that the annuity shall not exceed SO percent of the average salary. 
In our opinion, the lowering of the maximum annuity from SO to 75 percent 
will hurt employees who have a low average salary. It is believed that the 
SO percent maximum annuity should be allowed to continue on any annuity 
which is not more than $100 per month. The lowering of the maximum from 
75 to 8O would reduce the annuity for some hourly rate postal employees who 
are employed for only a few hours per week. We would like to suggest an 
amendment to section 9 (a), page 21, line 17, by inserting the following lan- 
guage after the word “salary”; “Except that any annuity of $100 or less per 
month shall not exceed 80 percent of the average salary.” 

The administration has recommended coordination between the civil-service 
retirement system and the Social Security Act. In 1954 the Civil Service Com 
mission released certain information from the Committee on Retirement Policy 
for Federal Personnel, relative to coordination of the civil-service retirement 
system with the Social Security Act. All of the information distributed by the 
Civil Service Commission was reproduced and distributed to the various locals 
of our association for their study and comments. The reproduced materia! 
was also distributed to all the delegates in attendance at our 1954 national 
convention in Detroit, Mich. After considerable study and debate on the pro- 
posal as outlined by the Civil Service Commission in 1954, our convention voted 
to oppose any coordination with, or underwriting of, the Civil Service Retire- 
ment Act by the Social Security Act. The position of this association has not 
changed since 1954; therefore, we are opposed to the administration’s proposal 
to coordinate the Civil Service Retirement Act and the Social Security Act, 
as set forth in S. 3041. 

It seems very strange to us that the Civil Service Retirement Act cannot be 
liberalized to provide the same benefits as the Social Security Act, when the 
Government employees are contributing, and have been contributing for a num- 
ber of years, 6 percent of their salary to the retirement system, while employees 
in private industry are contributing only 2 percent, and will eventually, in 1957, 
contribute 4 percent to social security. 

I would like to place our association on record as favoring the principles set 
forth in S. 2875, with the two amendments which we have suggested and other 
beneficial or clarifying amendments offered by other employee groups as they 
may apply in their particular cases. It is hoped that the subcommittee will 
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favorably report S. 2875 with the necessary corrective and clarifying amend- 
ments, to the full committee, where the bill will be favorably acted upon and 
reported to the Senate for action. 


I wish to again thank you, Mr. Chairman, and members of the committee, 
for the opportunity of appearing before you today to express the views of our 


association on S. 2875. 

Mr. Messer. We are wholeheartedly in favor of the Johnston bill. 
There are two features that we would like to have considered. 

One is the mandatory retirement at age 70, regardless of years of 
service, and this appears quite strange, in view of the fact that Public 
Law 112 of the 84th Congress removed the age limit for appointment 
in the Government service and people can be appointed past age 70 
now, but you would require other people who were appointed below 
age 70 to be separated at age 70. 

The second item is the change from 80 to 75 percent of the annuity. 
We do not believe that this should be applied on annuities of less than 
$100 per month as that would definitely affect the employees in the 
lower pay levels with long periods of service. 

We would suggest that that be included, and, sir, I would like to 
say that we are opposed to the coordination, underwriting, substitut- 
ing, or whatever you might want to call it, of the Social Security and 
the Retirement Act. 

Senator Casr. Are there any questions? 

(There was a negative response. ) 

Senator Case. Thank you very much. 

Mr. Brawiey. William H. Ryan. 


STATEMENT OF WILLIAM H. RYAN, PRESIDENT OF DISTRICT NO. 
44, INTERNATIONAL ASSOCIATION OF MACHINISTS, AFI-CIO 


Mr. Ryan. Mr. Chairman, I am W. H. Ryan, president of dis- 
trict No. 44, International Association of Machinists. I represent that 
portion of over 900,000 members of our association who are Federal 
employees. 

In order to conserve the time of the committee and not be accused 
of being repetitious, with your permission, I would like to submit for 
the record my prepared statement and also make a very short verbal 
statement. 

Senator Case. Without objection, that may be done. 

(The above-mentioned document is as follows :) 


TESTIMONY OF W. H. RYAN, PRESIDENT OF District No. 44, INTERNATIONAL 
ASSOCIATION OF MACHINISTS 


Mr. Chairman and members of the Senate Post Office and Civil Service Sub- 
committee, district No. 44 of the International Association of Machinists mem- 
bership is composed of that portion of 900,000 members of the IAM AFL- 
CIO who are employed as skilled employees by the Federal Government in 
Navy yards, arsenals, Air Force activities, Bureau of Engraving and Print- 
ing, Government Printing Office, Alaskan Railroad, Panama Canal Company, mail 
equipment shops of the Post Office Department, Coast Guard stations and various 
hydroelectric activities under the Department of Interior. 

Our organization heartily endorses S. 2875 which is under consideration of 
this subcommittee. After carefully analyzing the subject bill we recognize it 
as a proposed piece of legislation which, if enacted, would provide many over- 
due improvements in the present retirement statute. 

Our organization has for many years supported many of the realistic pro- 
posed changes in the act of May 29, 1930, which are embodied in S. 2875. 
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Our membership is especially pleased to note that these amendments are 
being made to the basic Retirement Act without coordinating same with the So 
cial Security Act. Our national conventions have consistently recorded them 
selves as opposed to any coordination of the Civil Service Retirement Act with 
the Social Security Act (as proposed by 8. 3041). 

Our organization is of the firm belief that the Civil Service Retirement Act 
can be amended and improved year by year to meet the needs of changing eco 
nomic standards without coordination with the Social Security Act. We believe, 
however, that these necessary changes could be realized without creating ap- 
prehension amongst those who are concerned over the funding of the civil- 
service retirement system if some legislative means could be found to require 
the Federal Government to apropriate and pay into the fund each year the 
actuary estimates of the Government’s monetary obligations to the fund 

Our organization endorses the realistic changes proposed by 8S. 2875 which 
relate to— 


1. The new formula for computing future retirees annuities ; 

2. The lessening of annuity penalties for retiring after 30 years’ service 
after attaining age 55; 

3. Increase in ceilings on annuities to surviving children and widow and/ 
or dependent widower ; 

4. The lessening of penalties for dependents and survivor coverage; 

5. Immediate survivor annuities to widows upon demise of their hus- 
bands; 

6. Guaranteed percentage minimum annuity for employees retired on 
disability ; 

7. Immediate reduced annuities for employees involuntarily separated 
after 20 years’ service and attainment of age 50. 


Our organization suggests that S. 2875 be amended in the interest of clari- 
fication on one point, and in the interest of relieving proposed and prese nt con- 
ditions which we believe not to be proper. 

On the point of clarification, we recommend and urge that under section 1 titled 
“Definitions,” that the term “basic salary’ and “average salary” be clarified to 
state that longevity pay is to be considered as a part of the base salary and 
average salary as it applies to the act. It is our understanding that longevity pay 
has been an issue of legal interpretation under the Retirement Act, and we 
believe that a firm definition written into the law would forestall future mis- 
understandings and questions on the inclusion of such pay in computing deduc- 
tions and retirement benefits. This clarifying language could be made by writing 
in appropriate language after the proviso in subparagraph (d) of section 1 of 
S. 2875. 

Subparagraph (d) of section 7 of S. 2875 would place an earning restriction 
on a disability annuitant. We believe this provision to be unfair to those dis- 
ability annuitants who may be making an effort to rehabilitate themselves by 
engaging in such employment as the operation of newsstands or other limited 
forms of rehabilitation employment. 

The provisions of said paragraph could possibly be construed to mean that 
income from investments which have no relation to the disability annuitant’s 
earnings from Government employment could be the cause of disqualifying the 
person for disability annuity. We therefore recommend that the last sentence 
of subparagraph (d) of section 7 be stricken from the proposed legislation. 

Subparagraph (f) of section 7 of S. 2875 contains language which is now in 
effect in the Civil Service Retirement Act of May 29, 1930, as amended; which 
has caused a very unfair condition to exist for those persons who have a perma- 
nent partial loss of the use of a member of their body. The present retirement 
law has been construed by the Civil Service Commission and the Bureau of 
Employees Compensation to forbid the concurrent payment of annuity and dis- 
ability awards to an employee retired under section 1 (a) of the Civil Service 
Retirement Act. 

In other words, the position has been taken that employees who have earned 
full retirement rights based upon 30 or more years of service, and 62 years of 
age or over cannot also receive payments from the employees’ compensation fund 
for a compensation award for the permanent partial loss of the use of a hand 
or leg. 

We believe this to be a very unfair restriction because such employees have 
earned their full retirement rights under section 1 (a) of the civil-service retire- 
ment law but because of their disability they are placed in the position of having 
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to pay for services which they cannot perform in connection with their private 
lives. 

For instance, many of these persons cannot perform normal personal duties 
because of their permanent-partial disability ; therefore we believe that they 
should continue to receive compensation payments concurrently with retirement 
annuities which they have earned. 

The referred-to inequity could be corrected by amending section 6 of the 


existing civil-service retirement law and section 7 of S. 2875, to permit the con- 
current payment of awards for the permanent partial loss of the use of the 
members of the body (losses Which were incurred in the line of Federal 
employment) from the employees’ compensation fund, and earned retirement 
annuities from the civil-service retirement fund. 

I am certain that the Congress did not intend to consider that retired civil- 
service employees be considered as persons who should not enjoy the use of all 
members of their anatomy upon earning full retirement. 

We earnestly urge your committee to incorporate our suggested changes in 
S. 2875 and to favorably report the bill to the full committee. 


Senator Cask. May I ask you as to what portion and how many of 
this 900,000 members are Federal employees 

Mr. Ryan. We do not have our membership broken down to the 
number of Federal employees as against the total number of our 
organization. 

There have been several attempts to do that, but with the fluctuation 
of employment in our group which is made up of subscribed member- 
ship—and if you can appreciate how during the times of emergency 
our Federal employee membership climbs very, very high, and then it 
recedes with the reductions in force that take ‘place afterwards. 

Mr. Chairman and members of the committee, our organization 
heartily endorses the provisions of 5. 2875, and our organization being 
a member of the Government Employees’ Council, we endorse the 
statement made yesterday by Mr: Jerome Keating, chairman of our 
retirement committee, and Mr. Thomas G. Walters, the operations di- 
rector of the Government Employees Council, AFL-CIO. 

We have one point, however, in S. 2875 which we would like to call 
to the attention of the committee and also 1 might say that the par- 
ticular provision appears in existing law: Subparagraph (f) of sec- 
tion 7 of S. 2875 contains language which is now in effet in the Civil 
Service Retirement Act of May 29, 1930, as amended ; which has caused 
a very unfair condition to exist for those persons who have a permanent 
partial loss of the use of a member of their body. The present retire- 
ment law has been construed by the Civil Service Commission and the 
Bureau of Employees Compensation to forbid the concurrent pay- 
ment of annuity and disability awards to an employee retired under 
section 1 (a) of the Civil Service Retirement Act. 

In other words, the position has been taken that employees who have 
earned full retirement rights based upon 30 or more years of service, 
and 62 years of age or over cannot also receive payments from the em- 
ployees compensation fund for a compensation award for the perma- 
nent partial loss of the use of a hand or leg. 

We believe this to be a very unfair restriction because such employees 
have earned their full retirement rights under section 1 (a) of the civil- 
service retirement law but because of their disability they are placed 
in the position of having to pay for services which they cannot perform 
in connection with their private lives. 

For instance, many of these persons cannot perform normal per- 
sonal duties because of their permanent partial disability; therefore, 
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we believe that they should continue to receive compensation payments 
concurrently with retirement annuities which they have earned. 

The referred-to inequity could be corrected by amending section 6 
of the existing civil-service retirement law and section 7 of S. 287 D, 
to permit the concurrent payment of awards for the permanent partial 
loss of the use of the members of the body—losses which were incurred 
in the line of Federal employment—from the employees compensation 
fund and earned retirement annuities from the civil-service retirement 
fund. 

Iam certain that the Congress did not intend to consider that retired 
civil-service employees be considered as persons who should not enjoy 
the use of all members of their anatomy upon earning full retireme nt. 

I might say, Mr. Chairman, that we are very grateful to Senator 
Johnston and his staff for the preparation of S. 2875, and we heartily 
endorse it and very much oppose any coordination as is declared desir- 
able under S. 3041. 

If there are any questions that the committee would like to ask me, 
I would be very happy to answer those that I am qualified to answer. 

Senator Case. Thank you, Mr. Ryan. 

Senator Neuberger, do you have any questions / 

Senator NEUBERGER. No questions. 

Senator Case. Do we have any from the staff / 

Mr. Brawtry. No. 

Is Mr. Dillard B. Lasseter in the room ¢ 

(There was no response.) 

Mr. Lasseter is listed as the next witness, and he has left a statement 
with me, which I ask to insert in the record at this point. 

Senator Casr. Without objection, that may be done. 

(The above-mentioned document is as follows :) 


STATEMENT OF ]T)ILLARD B. LASSETER, EXECUTIVE OFFICER, ORGANIZATION OF PRO- 
FESSIONAL EMPLOYEES OF THE U. S. DEPARTMENT OF AGRICULTURE, WASHINGTON, 
D.C. 


My name is Dillard B. Lasseter. I am executive officer of the Organization of 
Professional Employees of the United States Department of Agriculture, usually 
referred to as OPEDA. 

Our organization appreciates this opportunity to appear before this committee 
to endorse another constructive piece of legislation, embodying progressive prin- 
ciples that have been of long and continuing interest to Federal employees. With 
your permission, then, I should like to present the views of our organization on 
S. 2875. 

There is general agreement that there is a prime need for liberalization of 
Federal retirement provisions. Statements to this effect have appeared fre- 
quently in Presidential messages to Congress. From published statements, we 
believe it is the consensus of this committee that greater security for Federal 
retirees is long overdue. Members of OPEDA can confirm from actual observa- 
tion and experience that there is a vital need for more equitable Federal retire- 
ment benefits. We are also in complete agreement with the basic principle con- 
tained in S. 2875—that liberalization of retirement benefits should be exclusively 
withiu the framework of our present civil-service retirement system. We are 
opposed to any other approach to this problem. 

We have carefully examined the provisions of S. 2875, and strongly support 
this bill. We believe it increases retirement benefits in a realistic way, so that 
a retiree might look forward to maintaining a standard of living having some 
semblance to that which he enjoyed while employed. Under present benefits, the 
money available for living expenses from retirement checks is just about suffi- 
cient to maintain a subsistence level of living. 

Reports in the press intimate that strong opposition may be expected to this 
bill, chiefly because it is contended that even though employees’ contributions 
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were to be raised from 6 to 7 percent, it still would pay only about 25 percent 
of the cost of the increase. Our estimates do not agree with this contention. 
(Incidentally, should your committee deem it necessary, after these hearings, 
to make such a 1 percent increase in employees contributions, the bill will still 
have our support.) 

Just what are the essential figures as to cost. For fiiscal year 1955, the civil- 
service retirement figures were as follows: 


Million 

I eee meetnieeiaiean es nan $440 

acre lata i teeta ates Bie Tahlia ap lalate Red 34 

Ne nee cdocisaananpewiiganeniseanaaenaienouareis 234 

SN I alin tach ientenie, teahuttt ie ccebktumndaninamnlegeriiynieure 708 

Neen nnn et 428 

Pcen wer wee. Fo ee a ty eel re Pie 280 
Accumulative totals: 

Billion 

I a a a an i ig eed Beh aed $10. 332 

FE a I ical ne im coeiepaiincvn timings 4. 161 

Bilson Mi Tews Lk Pe ee a) ea ey Oe 6.171 


On this basis, employee contributions during fiscal year 1956, reflecting the 7% 
percent increase for the full year, rather than for 4 months, would total ap- 
proximately $461 million. An added 1 percent to employee contributions would 
net another $77 million, for a total employee contribution of $538 million. Total 
disbursements last year were $428 million. It has been estimated that the pro- 
visions of S. 2875 would increase the average annuity by about 25 percent; in 
which case total disbursements under the new bill might total $535 million. 
Consequently, the entire cost of the liberalized benefits would be borne by the 
employees themselves, that is, employee contributions would still meet all obli- 
gations of the fund, as they have since its inception in 1921. Supplemental 
Government appropriations and interest on investments would continue to ac- 
cumulate in the reserve fund. 

We have seen no significant figures to substantiate the generalities and con- 
jectures that have been made that a 1 percent increase would be inadequate to 
warrant the liberalization proposed. The fact that in fiscal year 1955 Con- 
gress matched employees’ contributions of $440 million with only $34 million 
of appropriated money testifies to Congress’ belief that the civil service retire- 
ment fund is financially adequate and in sound condition. 

We are pleased to note that section 3 (i) of the bill includes a provision for 
allowance, under prescribed conditions, of Federal retirement credit for specified 
State service, financed in whole or in part by Federal funds. This has had 
our support in the past. We would, however, like to suggest for the committee's 
consideration that the words “primarily or” be restored before the word “ex- 
clusively” in the introductory paragraph of this section. The wording would 
then conform to the bill as passed by both Houses of Congress in 1955. 

We would also respectfully recommend that the committee consider adding to 
the bill a provision that would, in effect, parallel subsection 12 (b) of the Fed- 
eral Employees’ Group Life Insurance Act of 1954 (Public Law 598, 83d Cong.). 
This subsection reads: 

“(b) The Chairman of the Commission shall appoint a Committee composed 
of five employees insured under this Act, who shall serve without compensation, 
to advise the Commission regarding matters of concern to employees under this 
Act.” 

Such a provision would give employees an advisory capacity, at least, in the 
management of their retirement system. 

This committee has been most helpful in improving the economic position of 
the Federal employee to meet that enjoyed by the worker in private industry. 
We commend you for such sponsorship and respectfully request you to favorably 
report this bill and urge its enactment into law. 


Mr. Brawtey. Mr. Joseph F. Thomas, president of the United Na- 
tional Association of Post Office Clerks. 
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STATEMENT OF JOSEPH F. THOMAS, PRESIDENT OF THE UNITED 
NATIONAL ASSOCIATION OF POST OFFICE CLERKS ; ACCOMPANIED 
BY JOSEPH SYLVESTRY, NATIONAL SECRETARY 


Mr. THomas. Mr. Chairman, I am Joseph F. Thomas, president 
and legislative representative of the United National Association of 
Post Office Clerks. Iam accompanied today by Mr. Joseph Sylvestry, 
national secretary of our organization. 

Our organization, with offices in the Colorado Building, 14th and 
G Streets NW., has been represented in Washington, D. C., for the 
past 73 years and is generally recognized as the oldest postal employ ee 
union in existence. It is a ‘privilege to be allowed to appear before 
this committee today, and I thank each of you for giving of your time 
to consider my testimony. 

It. will interest you to know that the delegates to our national con- 
vention in Stillwater, Okla., in August of 1954, and the delegates to 
practically all of our State conventions during 1955, voted unani- 
mously in favor of resolutions which recomme nded revision and lib- 
eralization of present retirement law. 

Since those conventions we have conducted a survey of our member- 
ship by mail and we find that the subject of retirement is rated the 
most important legislation pending by about 8 out of every 10 members 
of our association who have answered our query. 

Our national executive board, meeting in W ashington, D, C., No- 
vember 11 and 12, 1955, voted to support any suitable retirement legis- 
lation which would provide for greater benefits to the members of our 
retirement system. They voted also to oppose any legislation which 
would merge or coordinate our civil service retirement plan with the 
social-secur rity fund. 

Having fully considered the above actions, it is my opinion the bill 
S. 2875, recently introduced by Senator Olin D. Johnston, is a suitable 
answer to the retirement needs of our postal employees at this time. 

The general provisions of this bill are excellent and are endorsed by 
the organization which I represent. I would, however, like to make 
a few recommendations which I believe would be beneficial to the 
members of the civil service retirement fund and which may simplify 
the administration of the bill in some respects in the future. On page 
2, line 22 of S. 2875 you will note that the term “basic salary” is de- 
fined. I feel that this wor ding is insufficient and should be amended 
so that it is made clear that longevity grades are to be included in 
basic salary for the purpose of computing annuities. 

I believe that the present wording may cause future confusion, 
necessitating a ruling by the C omptroller General, which could possi- 
bly be disastrous to postal employees. 

‘On page 3, line 9 of the bill “average salary” is defined as— 
the largest annual rate resulting from averaging over any period of five consec- 
utive years of creditable service, an employee's rates of basic salary in effect 
during such period. 

Our association recommends that the word “consecutive” be stricken 
from the bill and that the 5 largest years’ salary be used. In many 

cases we find that substitute employees are making salaries far in 
excess of top salaries of regular employees. 
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Often these high earnings by substitutes carry over a period of only 
2 or 3 years and are not used in computing their future annuities be- 
cause of the use of the 5 consecutive years’ clause. 

Since the substitutes, in such cases, are making large contributions 
to the civil service retirement fund, it seems as though they should 
be given credit for these retirement deductions, as in the case of super- 
visory or higher salaried employees. 

With reference to page 12, line 10 of S. 2875, titled “Deductions and 
Deposits,” our association is of the opinion that under no circumstances 
should the amount of deductions be increased above the 6 percent now 
in effect. 

I have seen mention in the public press of a 7-percent figure, which 
our association would most definitely oppose. The present 6 percent, 
together with large income, State, and local taxes, is just about all that 
the average postal employee can stand out of his present salary. 

In addition to the above, the United National Association of Post 
Office Clerks recommends optional retirement, with full annuity, upon 
completion of 30 years of service. 

Such a retirement policy is being followed in many police and fire 
department retirement systems and in retirement funds of the civil 
employees in various parts of the country. Thirty years is certainly 
sufficient service, regardless of age, and should be recognized as such. 

I am making these proposals and endorsing 8S. 2875 with the un- 
derstanding that our fund will not be endangered by passage of the 
bill. Iam not an expert on retirement and, therefore, I am not quali- 
fied to pass on this phase of the legislation. If, however, in your wis- 
dom the civil service retirement fund is secure, I and the association 
which I represent urge speedy passage of S. 2875. 

I would like to use just a few moments to give our views on the 
administration proposal to coordinate our civil service retirement 
system with social security. 

To begin with, the postal employees fear such a move—cannot see 
its necessity and do not welcome such a change. They and we feel 
that such a coordination will serve no real purpose and will be of no 
real benefit to our postal employees. 

I would like to point out that under the administration bill, S. 3041, 
employees closest to retirement. will receive no benefit whatsoever. 
Because of the necessity of contributing to the social-security fund for 
a certain number of quarters, employees contemplating retirement 
within the next several years will receive no additional annuity upon 
retirement. 

With a high economy now, these, of course, are the people who need 
help most. Eventually, also, our postal employees will be paying 
714 percent of their salaries into the coordinated fund suggested by 
S. 3041. 

This we also object to. S. 3041 will discontinue disability pay- 
ments to employees who, after 1 year of such retirement, are judged 
by the Civil Service Commission to have recovered. Certainly this 
is no improvement over the present setup. Officials of the Civil Serv- 
ice Commission have publicly admitted that eventually the plan will 
cost the employee and the Government more than the present system. 
It has been admitted also that the plan could greatly weaken the civil- 
service retirement fund and my own personal opinion—and I empha- 
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size that this is a personal opinion—after meeting with officials of 
the Civil Service Commission is that they secretly oppose the plan 
as much as we do, although forced by various circumstances to go 
along with it. 

Such being the case, we see no real purpose in coordination of the 
two funds and on the other hand, observing many dangers in the 
proposals, we are strongly opposed to such a move. We feel that 
any improvements for our retiring employees and their families, be 
they great or small, should come from within the framework of the 
present system. 

I thank you again for the time which you have allowed me, and I 
hope that you will give full consideration to the views which T have 
presented. 

Senator Casr. Excuse me. I do have to go. I had a preceding 
commitment, so if Senator Neuberger would be willing to stay, the 
rest of the witnesses could be heard. 

Senator NeuserGcer. I would be glad to take over with the witnesses. 
I guess there is no rule that makes you sit at the head of the table, if 
this is all right. 

Thank you, Mr. Thomas. I would just like to ask several questions, 

Like you, I am opposed to amalgamation of our Government em- 
ployees’ retirement funds with social security. I think that many 
benefits which Government employees now have they would lose. 

However, one statement you m: ade interested me in connection with 
an answer to a ee. given earlier by Mr. Markwood. You said 
that eventually under S. 3041, which you oppose, that your postal 
employees would be paying 714 percent of their pay into the fund, 
is that not correct ? 

Mr. Tuomas. That is my understanding, sir. 

Senator Necpercer. Do vou oppose ‘the amalgamation of social 
security because they would be paying 714 percent of their wages into 
the fund or because of other undesirable factors / 

Mr. Trromas. Sir, I oppose it on both counts. I feel that 714 is too 
great an amount to pay into the fund, but my real objection is that 

I and all of our employees feel that eventu: ally our fund would be 
swallowed up by the social-security system. 

Senator Neupercer. I can understand that. The reason I asked 
this particular question about the 7% percent is this: If IT am = mis- 
taken, when Mr. Markwood was : diked. either by Senator Case or Mr. 
Brawley, how his group would feel if Senator Johnston's bill passed, 
and he was asked how he would feel about raising their contribution 
to 8 percent, and he said they would have no objection to that. 

Mr. Tuomas. I noticed that, and I disagree with him. Of course, 
I am speaking for our own members ; and I just feel that, with the 
salaries our people are receiving at present, they could not possibly 
think of paying 8 percent. 

Senator Neupercer. Or 714 percent / 

Mr. THomas. Or 714 percent. 

Senator Necnercer. Then again let me ask this question, because 
this is quite a key post. you represent a very substantial group of 
people and Mr. Markwood represents a very substantial group of 

eople—what if the passage of S. 2875 would call for further contri- 

nutions from your people to keep the fund actuarially sound? That 
is a $64 question, so we are going to have a lot of numbers. 
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Mr. Tuomas. That is a difficult thing to answer. We naturally 
like the bill very much. We think it is liberal, and we believe that 
it is necessary. 

I think, to honestly give you a direct answer to that question, we 
would have to take the whole affair up again with our membership 
and explain to them that we were going to have to be paying more 
into the fund if we were to have this bill, and then I think with that 
reaction we could give their definite views. 

Senator Neusercer. The reason I dwell on this is I do not think 
there is disagreement among any of us or you that this fund has to 
be protected as far as its future solvency and its integrity is con- 
cerned ; is that not right ? 

Mr. Tuomas. That is right. 

Senator Neunercer. So the thing I want to get at is how categorical 
is your feeling that 714 percent is too great a contribution, if it is 
necessitated to make S. 2875 feasible ¢ 

Mr. ‘Tuomas. I mentioned the 714 percent in respect to S. 3041. 

Senator Neusercer. Yes; but when I asked you then you said you 
regarded 71% percent as too great a contribution from your people in 
view of present living conditions and salary and so on, and so again 
I get back to this question: Suppose a 714-percent contribution, let’s 
say, or 8 percent were essential to make S. 2875 feasible and keep the 
fund solvent, how would you and your membership feel about it then ¢ 

Mr. Tuomas. We have honestly never gone into that point with our 
membership, and we never dreamed that it would be raised to 744 
percent, but I would say from my own personal contact with the 
members that I believe they would be against 714 percent under that 
condition. 

Senator Nrvpercer. If it were a choice as to whether you would 
have the liberalized benefits provided in S. 2875, even then you would 
feel that that contribution would be too great ? 

Mr. THomas. Yes, sir. 

Senator Neusercer. How would you feel if the contribution were 
7 percent to be matched by 7 percent from the various Federal 
agencies ¢ 

Mr. Tuomas. I would say that we would have to reconsider the entire 
matter. I still feel that 7 percent is too high. However, as I said 
before, I believe we would have to put it up to our membership. 

We would have to explain that either the S. 2875 will be scaled down 
or we would ask them whether or not they would be willing to put up 
the 7 percent in view of the passage of the bill. 

Senator Nevpercer. Let me just say this to you, because this is the 
way I feel about it—I am just one member of the committee and one 
member of the Senate: I favor S. 2875, but I wouldn’t favor it if I felt 
it jeopardized the fund, because that wouldn’t be fair to the people 
who have invested in it and whose whole hope of retirement is con- 
tingent upon it. 

I personally would think that S. 2875, with all the options, might 
be worth some increase in the contribution on the part of your em- 
ployees, but it seems to me that eventually it all gets down to that, 
and if you take a very categorical position against increasing the 
contribution, that you imperil the chances of getting S. 2875, because 
it is going to imperil the fund otherwise. 
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Mr. Tuomas. Sir, in the bill S. 2875, as written, the retirement 
deduction is 6 percent. It does not call for a 7-percent deduction. 

Mr. Braw ey. Let me straighten that out a little bit. There is no 
new financing provision in 8S. 2875. That was left out purposely 
because the Kaplan Committee was set up specifically for the purpose 
of developing such a plan. 

We tried to get such a plan from the administration but were un- 
successful, so we deliberately left it out to try to develop it in the 
hearings and to try to get something in the way of suggestions from 
the Commission as to financing the fund. 

That is not a deliberate thing. That is a necessity. 

Senator Nevpercer. I am glad Mr. Brawley brought that up because 
he and Mr. Kerlin are much more familiar with the technical aspects 
of the bill than I am, but I just think the position you have taken on 
the increased contribution is so different from Mr. Markwood that the 
committee is going to need perhaps some further advice from both of 
your groups and other groups on how you feel. 

Mr. Tuomas. I would think, Senator, that there would be quite a 
time elapsed between now and the passage of the bill, and it will give 
us an opportunity to go back to our people and see how they feel. 

Senator Nevsercer. That is all I have, Mr. Thomas. 

Mr. Kerlin and Mr. Brawley, do you have any questions? 

Mr. Brawtey. No. 

Mr. Kerurn. No. 

Senator Neusercer. Thank you very much, Mr. Thomas. 

Mr. Brawtey. Mr. R. M. Lovelady, I do not think, is in the room. 
He has submitted a statement, and with your permission, Mr. Chair- 
man, I would like to have it inserted in the record at this point. 

Senator Neusercer. It is so ordered. 

(The above-mentioned document is as follows:) 


STATEMENT OF RuFus M. LOVELADY, NATIONAL VICE PRESIDENT, AMERICAN FeEp- 
ERATION OF GOVERNMENT EMPLOYEES IN CHARGE OF THE CANAL ZONE DISTRICT 


Mr. Chairman and members of the committee, my name is Rufus M. Lovelady. 
I am a national vice president of the American Federation of Government Em- 
ployees in charge of the Canal Zone district of that organization. I am also an 
employee of the Personnel Bureau of the Panama Canal Company at Balboa 
Heights, C. Z. 

I have analyzed the provisions of S. 2875 and am of the opinion the changes 
it would make in the Civil Service Retirement Act are, in general, very desirable 
to employees who look forward to eventual retirement under the act. However, 
the employees I represent are very much concerned with some of the provisions 
of S. 2875, particularly those which might give them less benefits than they now 
have. 

Section 1 (d) of the bill provides that the term “basic salary” shall not in- 
clude bonuses, allowances, overtime pay, or compensation given in addition to 
the base pay of the position as fixed by law or regulation. United States citizen 
employees of Federal agencies on the Canal Zone are paid, generally, a tropical 
differential amounting to 25 percent more than is paid by the Government for 
the same or similar work in continental United States. This additional com- 
pensation has always been treated as basic salary for the purposes of income- 
tax and retirement deductions. It has also formed the basis for computing the 
annuity of employees upon their retirement. We believe this longstanding prac- 
tice is proper and that it should be continued as 4 matter of fairness to employees 
whose annuities would be affected adversely if it were discontinued. Not only do 
we believe the 25-percent tropical differential should be continued as a part of 





154 CIVIL SERVICE RETIREMENT 


basic salary, but we feel that all gross salary (such as overtime night differen- 
tial, holiday pay, and bonuses for hazardous or unusual conditions of work) 
should be subject to retirement deductions and should form the basis for 
averaging the salary referred to in subsection 1 (e) of S. 2875. We think that 
all compensation for werk performed should be allowed for use in computing 
retirement annuities. We recommend therefore that the part of section 1 (d) 
which precedes the word “Provided” on line 25 of page 2 be amended to read: 
“The term ‘basic salary’ shall include overtime pay, night differential, holiday 
pay, bonuses for hazardous or unusual working conditions, and allowances or 
differentials paid in overseas areas: We respectfully urge the committee to 
consider favorably the recommended amendment so that the employees concerned 
will not be deprived of retirement benefits they now enjoy by having tropical 
differential included as basic salary for the purpose of averaging and computing 
annuities upon retirement. 

Section 2 (a) of the present Civil Service Retirement Act, as amended by 
Public Law 180, 8ist Congress, excludes from e¢overage of the act all employees 
who are not citizens of the United States employed by the Canal Zone Govern- 
ment and the Panama Canal Company. We believe that coverage under the 
Civil Service Retirement Act of aliens employed outside the continental United 
States is not in the best interests of the retirement system, although we would 
not oppose the establishment of some form of retirement for such alien employ- 
ees. As a matter of principle, we advocate the enactment of legislation to 
provide a uniform system of retirement for aliens employed by the Government 
in overseas areas, but completely separate and apart from the general Civil 
Service Retirement Act. Because of our objection to the coverage of aliens 
in overseas areas under the general act, we recommend that section 2 of 
S. 2875 be amended by changing subsection (j) to (k) and inserting a new 
subsection (j) reading as follows: 

“(j) This Act shall not apply to any officer or employee who is not a citizen 
of or who does not owe allegiance to the United States, except as provided in 
subsection (k) hereof, unless such person is employed within the continental 
limits of the United States, including the District of Columbia, or a Territory 
or possession of the United States.” 

Section 2 (a) of the Civil Service Retirement Act, as amended by Public 
Law 180, Sist Congress, provides in substance that employees of the Alaska 
Railroad, Territory of Alaska, or an officer or employee who is a citizen of 
the United States employed on the Isthmus of Panama by the Canal Zone 
Government or the Panama Canal Company shall be automatically retired 
upon attaining the age of 62 years and completing 15 years of service on the 
Isthmus of Panama or in the Territory of Alaska. The employees I represent 
want to continue this lower-age mandatory retirement feature of any legislation 
that may be enacted. 

Medical authorities have proved that prolonged residence in the tropics 
is debilitating and shortens the life of persons accustomed to living in the 
more temperate climates. This seems to be supported by the statistical fact 
that the life span of our employees who retire at age 62 is less than 5 years. 
Statistically, they never live to the age of 70 years. Moreover, I submit that 
it is economically desirable to compel an employee to retire when he reaches such 
age and physical condition that he can no longer discharge with acceptable 
efficiency the duties and responsibilities of his position. Such a condition 
could—and I predict it would—result from allowing employees on the Isthmus 
of Panama to remain in the service until they attain the age of 70 years. We 
believe there are good-and compelling reasons for continuing the mandatory 
separation age of 62 years when the employee has rendered 15 years or more 
of service in the Tropics. 

It should be noted that civilian employees on the Canal Zone are in the main, 
career-service employees and are not rotated between the United States or other 
areas in the Temperate Zone. The employees go to the Canal Zone and reside 
there 20, 30, or even 40 years or more before reaching the age of 62 years. 
Their only relief from the constant enervating effects of long residence in the 
Tropics is their periods of recuperative leave taken in the United States each 
2or3 years. Many of them cannot take leave that often because of their modest 
salary or the size of their family. Unlike most of our other Government activ- 
ities in the Tropics, the Panama Canal is a permanent enterprise staffed and 
operated by career employees, most of whom have severed their home ties in 
the United States for a career on the Isthmiis of Panama. In the light of the 
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foregoing, we recommend that section 5 of S. 2875 be amended by adding a 
subsection (e) reading as follows: 

“(e) The automatic separation provisions of this section shall apply in the 
case of any officer or employee on the Isthmus of Panama upon his attaining the 
age of sixty-two years and completing fifteen years of service on the ahccee 
of Panama.” 

Mr. Chairman and members of the committee, I have endeavored to confine 
my remarks to those provisions of the bill which affect United States citizen 
employees on the Isthmus of Panama. I Can assure you, however, that the 
points I have brought to your attention are of real concern to those of us in 
the career civilian service on the Isthmus of Panama. We most earnestly and 
respectfully urge that you consider favorably the changes herein recommended. 

I wish to thank you, Mr. Chairman and members of the committee, for 
affording us this opportunity to present our views of the proposed legislation. 
If the committee has any questions, I shall be glad to answer them if I can, 

Mr. Brawrey. Mr. Thomas ©, Gibney, national president, United 


States Immigration and Naturalization Officers’ Association. 


STATEMENT OF THOMAS C. GIBNEY, NATIONAL PRESIDENT, 
UNITED STATES IMMIGRATION AND NATURALIZATION OFFICERS’ 
ASSOCIATION 


Mr. Grpney. Mr. Chairman and members of the committee, my 
name is Thomas ©. Gibney, and I am national president of the United 
States Immigration and Naturalization Officers’ Association. I am 
very, very happy to be invited to be here, and our association would 
like to go on record as expressing our appreciation to Senator Johnston, 
chairman of the Committee on Post Office and Civil Service, for intro- 
ducing S. 2875 and for arranging such speedy hearings. 

We would also like to express our gratitude to Senator Scott, chair- 
man of the subcommittee and his committee for permitting us to 
appear before them. 

We feel that S. 2875 is a very progressive piece of legislation in the 
field of retirement and something that has long been needed. We 
would like to suggest a few minor amendments, but with the thought 
in mind that we are strictly in favor of the bill as it is written. 

We think that section 6 (a) should be amended by striking out the 
words “who attains the age of 60.” With this age restriction, if two 
people go into Government service on the same d: ay and in the same 
position, one of whom is 24 and the other is 30, the younger one must 
either be severely penalized by a much reduced annuity or continue to 
work 9 years longer in order to receive a full annuity. It is true that 
he would receive a larger annuity at the age of 60, but the same privi- 
lege would be open to the older employee if he chose to work 9 years 
longer. We think it actually should be for years of service without 
regard to age. 

We feel that the section 6 (c) should be enlarged to include in- 
spectors, such as immigrant inspectors, who examine people applying 
for admission to the United States. 

In many cases, either as a result of their inspection or prior informa- 
tion they are required to detain and keep in their custody known and 
dangerous criminals for other Government agencies, whose investi- 
gators are included in this paragraph. 

A number of immigrant inspectors have been murdered in the line 
of duty. The most outstanding case is that of two immigrant inspec- 
tors shot to death on the same day on the same passenger train which 
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was approaching the United States border from Emo, Ontario, 
Canada. 

This inspecting that they were doing was what you might say is the 
most innocuous form of inspection—walking through a passenger 
train. Those things are not few. There are many of them. 

Finally, we think that in fairness to Federal employees that have 
already retired any retirement bill should contain a proviso that 
annuities be adjusted simultaneously with general adjustments in 
Federal employees’ salaries and at the same percentage. 

Gentlemen, I thank you for letting us appear here this morning. 

Senator Neusercer. Thank you, Mr. Gibney. Are there any ques- 
tions? 

Mr. Brawtey. No. 

Senator Neupercer. Thank you very much. 

Mr. Brawtey. Might I suggest to the Chair that it is 20 minutes of 
12. We have a long list of witnesses still remaining to be heard, and 
it might be well to ask the witnesses to submit their statements to be 
printed into the record as though they testified and have them give a 
brief synopsis of their position ? 

Senator Neusercer. I would suggest that so that everybody has an 
opportunity to appear in the next 20 minutes. 

Mr. Brawtey. Mr. C. L. Dorson. 


STATEMENT OF C. L. DORSON, SECRETARY-TREASURER, RETIRE- 
MENT FEDERATION OF CIVIL SERVICE EMPLOYEES OF THE 
UNITED STATES GOVERNMENT; ACCOMPANIED BY ARTHUR F. 
AEBERSOLD, ADMINISTRATIVE ASSISTANT 


Mr. Dorson. Mr. Chairman, it is not our purpose to be uncoopera- 
tive in any manner, and it is true that our brief is quite lengthy, but 
if it is at all posible, we would appreciate the opportunity to go 
through the entire brief. 

Senator Neusercer. I will just say this: If you do that, it will be 
done at the sacrifice of the others who come after you as far as their 
opportunity is concerned. 

I want you to know that your position will appear in the record of 
the hearings as though read, so it will be available. 

Mr. Dorson. I can understand that that would be correct, Mr. 
ee and I appreciate the fact that it would appear in the 
record. 

However, it is possible, judging from prior comments by members 
of the subcommittee that there may be some questions. 

If you insist that we submit it, then we will, of course do so. 

Senator Neupercer. No; I will not insist. 

Mr. Dorson. But we ask that we be accorded the same privileges 
as those who have appeared before. 

Senator Neuspercer. No; I will not insist. It will just mean that 
those who come after you will not have any opportunity at all. You 
do it if you wish. 

Mr. Dorson. We will do it as rapidly as we possibly can. 

My name is C. L. Dorson, and I have the honor to represent the 
Retirement Federation of Civil Service Employees of the United 
States Government. I am accompanied by Mr. Arthur F. Aebersold, 
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idministrative assistant. We desire to discuss with you the views of 
our organization concerning the bill, S. 2875 by Senator Johnston, to 
revise the civil Service Retirement Act. 

Section 1 of the bill, “Definitions,” among other things, continues 
and extends the differences as between the various groups covered 
by the Civil Service Retirement Act. In our opinion, there is no 
valid justification for the creation of special provisions under the 
act for particular groups on the basis of title or the branch of Gov- 
ernment under which service is rendered. For this reason we urge 
that the definition of “employee” be applied to all groups and classes 
on an equal basis. 

Subsections (h) and (i) of section 1 continue the requirement of 
marriage for at least 2 years immediately preceding death of the 
spouse to meet the definition for widow or widower. This term 
doubles the same requirement under other major public systems 
and eliminates benefits in many deserving cases. Therefore, we sug- 
gest that the length of marriage required for title to annuity be 
changed from 2 yearstolyear. — 

Subsection (1) of section 1 would eliminate the payment of interest 
on retirement deductions returned as “lump-sum credits” in all in- 
stances, thus completing the elimination of a benefit, time honored 
since the establishment of the system, which had its beginning with 
the reduction in interest rates, from 4 percent to 3 percent, after De- 
cember 31, 1947. 

While we agree that elimination of the payment of interest would 
provide a means of considerable savings to the civil-service retirement 
and disability fund, by the same token many other benefits might 
be sinninated for the same reason. In our opinion, the end result 
obtained does not justify the means. 

The funds deducted from the salary of the employee are a part 
of his earned salary. If they were invested by the individual in 
bonds of the United States, as they are by the Secretary of the Treas- 
ury, they would earn interest for the employee as they do for the 
fund. To deprive him of the opportunity for private investment 
while using his money for enhancing a public fund seems hardly 
justified and is not practiced by most other public and private retire- 
ment systems. 

Mr. Brawtey. May I interject here a moment? Do you know of 
any other retirement fund, including Government-—Federal, State, 
and local—where deductions are returned to the employee ? 

Mr. Dorson. Sure. 

Mr. Brawiey. What are they ? 

Mr. Dorson. The Foreign Service retirement system is one of your 
public retirement systems, which is probably one of the larger of the 
remaining systems. In most of the private plans in private industry, 
negotiated plans particularly, where the employee makes a contribu- 
tion to the fund, the funds are returned with interest and you can 
find a considerable listing of those in part 1 of the Kaplan Commit- 
tee’s recommendation, which is a compilation of the various retire- 
ment systems. 

Mr. Brawtry. Do you believe it is fair for any organization, either 
Government or nongovernment, to offer protection to an employee 
in the form of S. 2875—and then have to return the individuals 
premiums with interest ? 
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Mr. Dorson. Very definitely. 

Mr. Braw ey. In other words, you think it is unfair to charge a 
man anything for the protection he gets under this new bill? 

Mr. Dorson. Yes. 

Mr. Brawxey. You think he ought to be paid for receiving this 
protection ? 

Mr. Dorson. I know, Mr. Brawley, of very few insurance plans, and 
obviously those people are in the business to make money and not for 
their own good health, that don’t provide some measure of return of 
premiums, in spite of the fact that there is a certain amount of protec- 
tion that is involved while the person holds the policy. 

It would appear to us that the Government’s retirement plan is on 
a little different basis than the average, and that certainly it should be 
at least as good as those contributory systems in private employment 
in that respect. 

Mr. Kerwin. May I suggest that wouldn’t it simplify procedure if 
you are going to give back the full contribution plus interest, to just 
eliminate the contribution ? 

Mr. Dorson. We would have no objection to the elimination of the 
contribution. 

Mr. Kerr. I think that is what you are coming to; is it not? 

Mr. Dorson. No, we are not coming to the elimination of the con- 
tribution. We were speaking merely at the present time as to the pro- 
posal to eliminate interest, interest which has been paid on deductions 
returned in one form or another since the beginning of the plan, since 
1920. 

We see no reason to discontinue that now, although we do agree that 
certainly a considerable amount of money would be saved. We are 
sure that that would be the case, but the elimination of many other 
things under the act would also save money if we proceed under that 
justification. 

Mr. Brawtey. I do not think the committee has proceeded on that 
justification. They proceeded on the plan to add benefits to the plan 
in exchange for taking away a very minor portion of it. 

Mr. Dcrson. What this would seem to us to do, Mr. Brawley, would 
be without saying so in so many words, its effect would be to increase 
the cost to the employee. 

Mr. Brawtey. Would you explain that, sir? 

Mr. Dorson. I would be happy to. At present the employee who. 
for one reason or another leaves the Federal service—and not all of 
them leave of their own volition. I mean by that they do not just up 
and quit, particularly in the military departments where employment 
fluctuates more than it does in some of the others, employment is rather 
irregular, except in times of national emergency. 

These employees have had the money deducted from their salaries 
while they were employed, for the express purpose of providing re- 
tirement benefits. ’ 

If when they later leave the service for the various reasons, their 
money is returned to them solely as they put it in without any interest, 
the opportunity for private investment of those funds, as we point 
out here, has been denied to the employee, and in that sense it has cost 
him acertain amount of money for having his funds in the civil-service 
retirement fund, at the same time the investment of those funds in 
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Treasury bonds has returned a certain amount of interest to the fund 
which thereby 

Mr. Braweyr. How much interest is that now ? 

Mr. Dorson. Three percent compounded annually, and there are 
still some 4 percent ones, but the employee only gets 3 percent. 

Senator Neusercer. Mr. Dorson, let me ask you this question : Sup- 
pose it were felt somewhat essential to sacrifice that interest-receiving 
privilege in order to get some of the benefits provided in 5S. 2875. 
How would you then feel ? 

Mr. Dorson. I think we would prefer, Senator, that, as we say, we 
feel this is another means for increasing the cost to the employee. 
We feel that if it is necessary to increase the cost to the employee that 
it should be done on the basis of deductions from the salary and not on 
this basis. 

Senator Neusercer. In other words, you would prefer to have the 
percentage contributions from the employees’ base salary increased 
rather than to have this done? 

Mr. Dorson. We feel that would be a much more realistic method. 

Senator Neusercer. Then let me ask you this: if it seemed neces- 
sary to provide the benefits in S. 2875 to increase the contribution to 
7 percent, would you be willing to have that done? 

Mr. Dorson. May I ask you if you are speaking of S. 2875 as it is 
now written / 

Senator Neusercer. Perhaps with some of the liberalizing amend- 
ments that have been proposed here, but we will say such benefits as 
have been included in S. 2875 and perhaps some others—I am not 
doctrinaire about that—how would you feel about increasing the con- 
tribution to 7 percent ? 

Mr. Dorson. The reason I am asking the question is it does have a 
bearing on my answer. 

If you are speaking about S. 2875 as it is now written without any 
of the liberalizing amendments that have been proposed to the bill, 
we do not feel that S. 2875 would justify the cost of an additional 1 
percent to the employee. 

I do not believe that it would have that much value to them. 

Senator NEUBERGER. You do not think so? 

Mr. Dorson. No, sir. 

Mr. Braw ey. How much do you think this interest would amount 
to annually ¢ 

Mr. Dorson. I do not know, Mr. Brawley. I have no way to deter- 
mine it because under the act interest on returns at the present time 
where employment has been for less than 1 year—the information that 
we have does not break down those who receive lump-sum payments 
involving service of less than 1 vear. 

However, I have some indication here that the amounts involved 
here, while they vary in individual cases, are not small by any means. 
In the 6 months from July 1, 1955, to December 31, 1955, the Civil 
Service Commission paid nearly $43 million in lump-sum payments of 
all types in 84,159 cases. While we have no figures to show the actual 
amount of interest involved in this total, it is reasonable to assume 
that it represented a very sizable sum. 

_ For these reasons, we are very much opposed to the elimination of 
interest in lump-sum payments and urge that such provisions be 
stricken from the bill. 
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SECTION 3 


Subsection (g) of section 3 continues in effect the present provisions 
of section 5 of the act of August 31, 1954, Public Law 730, 83d Con- 
gress. We opposed the enactment of this amendment originally and 
our views on the subject have not changed. 

_ While subscribing to the expressed intent of Public Law 730 and 
subsection (g) of section 3, we are opposed to such a provision because 
it will victimize, as it has in the past, many employees by preventing 
the addition of service to earned annuity rights and, in many cases, 
will prevent the accumulation of enough service to qualify for annuity. 

We have in mind, particularly, employees of the military depart- 
ments where, eecept in national emergencies, employment is much less 
stable than in other departments and agencies. Quite often these 
employees are hired for a few months, to meet fluctuating workloads, 
and then released. 

It is not unusual, during times of peace, for these employees to have 
a half-dozen periods of employment in a 10-year period, no one of 
which would be as long as 1 year and often no 2 such periods would be 
within the 2-year requirement of subsection (g). We find it hard to 
believe that the Congress intends to penalize these employees for 
conditions over which they have no control, and yet it is happening. 

To avoid the infliction of these penalties and still minimize the 
“raiding” which it is the intention to abolish, we suggest that the 
oresent language of subsection (g), section 3, be deleted and the follow- 
ing substituted therefor : 


(zg) Public Law Numbered 730, Eighty-third Congress, is hereby repealed. 


Amendments which will prevent raids on the fund in a manner fair 
to all concerned will be suggested later in our discussion of other 
sections of S. 2875. 

Subsection (i) of section 3 contains rather vague language, but its 
implications are far reaching and a sharp departure from the tradi- 
tional concept of coverage under the Civil Service Retirement Act. 

It is reasonable to assume, although almost impossible to predict, 
that its cost to the fund would be tremendous. 

The section covers some of the same service proposed in S. 1041 of 
the first session of the present Congress, from which the President of 
the poe States withheld his approval, and appears to go much 
further. 

It would, in our opinion, establish a precedent for the crediting of 
other service of a similar nature and impose an ever-increasing burden 
on the fund since it would seem to establish the concept that the receipt 
of Federal funds in payment, whole or part, constitutes the major 
requirement for creditable service under the Civil Service Retirement 
Act. 

For these reasons, we oppose the enactment of subsection (i) of 
section 3 and urge that it be deleted from the bill. 

Section 4 of S. 2875 deals with deductions and deposits. In our 
discussion of section 3 (g) above, we stated that amendments which 
would accomplish the purpose of that subsection in a fair manner 
would be suggested in later sections of the bill. For this purpose, we 
suggest that subsection (c), which begins on line 3, page 13, be 
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amended as follows: Strike out all between (c) in line 3 and the colon 
in line 7 and insert in lieu thereof: 

Each employee or wember credited with civilian service after July 31, 1920, for 
which, for any reason whatsoever, no retirement deductions or deposits have been 
made, shall deposit, or there shall be deposited for him, with interest an amount 
equal to the following percentages of his basic salary received for such service 
before such service may be used in the computation of his annuity. 

Many employees apply for refunds of their retirement deductions 
upon separation from service, usually at early ages and when their 
aggregate service is short. Quite often their actions are the result of 
financial difficulties arising from loss of employment. 

Failure to redeposit these refunds, usually from oversight, inability, 
or misinformation, too often results in pathetic, if not tragic, circum- 
stances, especially for their widows and children. Such circum- 
stances should, and in many cases would, be avoided were it not for the 
provisions of section 7 (c) of the act which permit redeposit only by 
the officer or employee. 

Subsections (c) and (d) of section 4 of the bill would continue the 
present restrictions of the act inthis regard. In our suggested amend- 
ment to subsection (c) we have eliminated the subject requirement and 
suggest the following amendment to subsection (d) for the same 
purpose : 

In line 12, page 13, of S. 2874, insert a comma after the word “de- 
posit” followed by the words “or there may be deposited for him,” 
before the word “the.” 

Subsection (e) of section 4 would require the payment of interest, b 
the employee or member, on all deposits and redeposits to the fund, 
including periods of separation. This in spite of the fact that section 
1 (1) onal deny the payment of interest to the employee or member 
or their survivors. 

Again, as in our discussion of section 1 (1), we do not believe that 
such action is justified. However, should the amendment of section 1 
(1) be accomplished as suggested, we would not object to the provisions 
of section 4 (e) even shou interest would be required during periods 
of separation which is not now the case. 

Senator Nreupercer. Mr. Dorson, excuse me. I have a meeting at 
noon on farm legislation with a delegation which is waiting for me, 
and as I am the only member of the subcommittee present here, is it 
possible for you or Mr. Kerlin to continue the hearing and hear these 
other people ? 

Mr. BrawLey. We will go right ahead and hear them. 

Senator Nrupercer. I am sorry, but these people are waiting for me. 
Please go ahead, Mr. Dorson. 

Mr. Dorson. Thank you, Senator. Section 5 (a) of S. 2875 would 
require the mandatory separation of an employee at age 70, regardless 
of whether he is entitled to an annuity at that time. These measures 
seem rather harsh when there is no restriction placed on the employ- 
ment age and when other acts seek to prevent restrictions on employ- 
ment because of age. 

Then, too, such measures seem out of place in a retirement act 
unless some provision for retirement is made a condition for such 
separations. Therefore, we suggest that eligibility for immediate 
annuity be made a condition for compulsory separation at age 70. 
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Section 6 (c) continues and extends the present provisions for the 
retirement, at age 50 with 20 years’ service under certain conditions, of 
employees engaged in the investigation, apprehension, or detention of 
persons suspected or convicted of offenses against the criminal laws 
of the United States. 

There are a number of occupations in the industrial and other es- 
tablishments of the various departments and agencies which would 
seem to merit equal consideration under these provisions because of 
their hazardous nature from the standpoint of accident frequency as 
well as the effect on general health. Therefore, we suggest that sec- 
tion 6 (c) of S. 2875 be amended so as to include those classes of 
employees whose occupations require hazard-rate premiums under 
life-insurance policies issued by the major insurance companies. 

Section 9 of the bill provides three different methods for the com- 

mutation of annuities depending on the title of the position and the 
Sasesks of Government under which the service is rendered. Since all 
such service is rendered, ultimately, for the same Government, and 
since deductions from salary, under section 4 (a) are identical for all 
under the system, we fail to find ample justification for more than one 
method of computation. 

We, therefore, respectfully urge that section 9 of S. 2875 be amended 
so as to provide for the computation of all annuities under the Civil 
Service Retirement Act, on the basis of 214 percent of the basic salary 
for any 5 consecutive years of creditable service multiplied by the 
total number of years and months of such service, with the proviso 
that the total amount of annuity shall not exceed 75 percent of such 
5-year average salary. 

The Civil Service Commission’s Retirement Report for the Fiscal 
Year Ended June 30, 1954, shows in table C—8, that of the 60,573 
survivor annuitants on the roll at that time, 56,882 were receiving 
annuities under $100 per month, 37,561 were receiving less than $50 
per month, and 4,034 were receiving less than $10 per month. 

These circumstances would seem to amply justify a provision for 
minimum survivor annuities under the Civil Service Retirement Act. 
Therefore, we urge that section 10 of S. 2875 be amended so as to 
provide for the establishment of minimum annuities, in all survivor- 
ship cases, on the basis of a minimum credit of 15 years’ service, but 
not exceeding an annuity equal to 40 percent of the average salary. 
At least one other system for the retirement of Federal employees, 
the Foreign Service retirement system, has had such provisions since 
1946, 

Many Federal employees do not have coverage, other than that pro- 
vided by the Civil Service Retirement Act, which would provide pro- 
tection for their families after death. This protection, as now pro- 
vided, ceases immediately after the employee’s separation, unless he 
retires at that time. | 

Most other systems, under which coverage might be secured after 
separation, require varying periods for qualification. The major pub- 
lic system, social security, requires coverage for at least 18 months to 
provide qualification for family benefits. 

Since the separated employee, who dies between separation from the 
protection of the civil-service system and the time required to gain 
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coverage, is “caught in a squeeze,” it seems only fair that the protec- 
tion of one system should be extended for at least a limited time to 
allow qualification for other protection. 

We, therefore, recommend that section 10 of S. 2875 be amended to 
provide for the continuation of the family benefits of the act for at 
least 18 months following separation of the employee for purposes 
other than retirement. 

For many years the subject of tax exemption for civil-service annu 
ities has been the basis of much discussion and proposed legislation. 
Finally, a measure of relief was provided in the Internal Revenue 
Act of 1954, Public Law 591, 83d Congress, which allows a tax credit 
at the first increment rate on up to "$1,200 of the annuity less the 
amount of any annuity or pension received under the Social Security 
or Railroad Retirement Acts and subject to certain earned-income 
restrictions. 

Under these other two major retirement systems, also administered 
by the Federal Government, the maximum amounts excluded from 
tuxation are much greater than the credit allowed civil-service annui- 
tants and apply to a vastly larger segment of our citizens. 

In fact, benefits under the Social Security Act are now exempt on 
amounts which may be as great as $2,400 per annum and on benefits 
under the Railroad Retirement Act which will be as much as $3,129.60 
by 1976 without change in present law. 

In view of the cited precedents, and in the belief that relief from 
taxation should be extended on an equal basis to all our senior citizens, 
we urgently suggest that section 15 of S. 2875 be amended so as to 
provide for the tax exemption of civil-service annuities in amounts 
at least equal to the amounts exempted from taxation under other 
major federally administered systems. 

Mr. Brawtey. Mr. Dorson, this committee might be in favor of that 
kind of an amendment, but it is completely beyond our jurisdiction. 
We have no jurisdiction at all on that. 

Mr. Dorson. I understand that the committee does not assume juris- 
diction on tax problems. However, it has somewhat in the past, with- 
out very much success, and it is true that the only change in that did 
come through the Ways and Means Committee and the Finance Com- 
mittee of the Senate. 

However, since that particular section of the bill, section 15, does 
seem to be intended to cover it—and although it has not been so 
applied—we thought it pertinent to comment on that particular point. 

Mr. Brawtey. All right. 

Mr. Dorson. The policy of not making major changes in the Civil 
Service Retirement Act retroactive as to application, while admittedly 
desirable from an administrative standpoint, has created many inequi- 
ties and much dissatisfaction among those who retired or were sepa- 
rated with deferred annuity rights prior to the effective date of such 
changes. In addition, such a policy has been the major cause of the 
problem of adjusting annuities with which the Congress is faced 
periodically. 

To eliminate many of the inequities and much of the dissatisfac- 
tion that we believe will be created by the provisions of S. 2875, we 
suggest that the bill be amended by striking out the present language 
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of section 4, beginning on line 13 and ending on line 18, on page 40, 
and inserting in lieu thereof the following: 


Sec. 4. In the case of those who before the effective date of this Act shall 
have been retired, or separated with title to deferred annuity, their rights shall 
be determined and annuity adjusted under this Act with proper weight being 
given to the increases in the average salaries of the position which forms the 
basis for their annuities, but this Act shall not be construed as to reduce 
the annuity of any such retired person nor shall any increase in annuity 
commence before the effective date of this Act. 


The inclusion of such a provision in a major revision of the Civil 
Service Retirement Act is not entirely without precedent. The act 
of May 29, 1930, Public Law No. 279, 71st Congress, cited as the pres- 
ent organic act, contained a similar provision in section 8. 

Mr. Chairman, with the amendments herein suggested, our organi- 
zation requests the early enactment of S. 2875 and urges its favorable 
consideration by the committee of the Congress. 

We thank the subcommittee for the opportunity afforded us to 
express the views of our organization. 

Mr. Brawtey. Mr. Kerlin, do you have any questions? 

Mr. Kerurn. No. 

Mr. Brawtey. Thank you very much. 

The next witness is Mr. George Warfel. 


STATEMENT OF GEORGE WARFEL, PRESIDENT, NATIONAL ASSO- 
CIATION OF SPECIAL DELIVERY MESSENGERS 


Mr. Warret. I would be glad to present my statement for the 
record which is just an endorsement of the bill. 

Mr. Brawtery. You may read it or wait until the next hearing. 

Mr. Warret. I will present it right now. 

(The above-mentioned document is as follows :) 


STATEMENT OF GEORGE L. WARFEL, PRESIDENT OF THE NATIONAL ASSOCIATION OF 
SPECIAL DELIVERY MESSENGERS 


Mr. Chairman and members of the committee, I am George L. Warfel, president 
of the National Association of Special Delivery Messengers with headquarters 
at 112 C Street NW., Washington, D. C. Our membership is deeply appreciative 
of the active interest shown by Members of Congress in the introduction of the 
various bills seeking to liberalize the Civil Service Retirement Act. We also 
express our thanks to Chairman Johnston and the members of this committee 
for getting these hearings underway, and for this opportunity to express our 
views. 

We wholeheartedly endorse the principles of S. 2875. First, because it pro- 
vides for many just and greatly needed improvements in present law for which 
our national conventions have gone on record; and second, for the reason that 
it seeks to maintain the Federal civil-service retirement system separate and 
apart from social security (OASI), with which objective we are in complete 
accord and consider of the utmost importance. We see no necessity for such 
“coordination” as is provided by the bill S. 3041 in order to obtain (1) full 
coverage for all employees, or (2) the much-needed increase in annuities and the 
survivorship benefits which are a part of S. 2875. 

While endorsing the principles and objectives of S. 2875 we respectfully recom- 
mend the following amendments which we trust may receive full consideration 
by the committee: 

(1) That basic pay be specified to include longevity, overtime and night 
differential. 

(2) That section 7 (d) relating to disability retirement be so amended as to 
exclude the penalties imposed on disabled annuitants by the present wording. 
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(3) Inclusion of widows’ annuity for those employees who retired between 

April 1, 1948, and October 1, 1949. 
; (4) While this bill greatly reduces the penalty imposed on those who retire 
1 before age 60 with 30 years, service, we urge that all penalty be removed, making 
it possible to retire at full annuity after 30 years’ service, regardless of age. 
(5) That in section 9 (line 16, p. 21) 75 percent be stricken out and SO percent 
substituted, which is as in the present law. 
Mr. Chairman, I again thank you for this opportunity to make these recom- 
mendations and trust that the committee will favorably act on the bill. 


Mr. Warret. All I wish to say is that we appreciate the work of 
the committee and the committee staff and the work of the chairman 
in arranging for these early hearings, and are glad to endorse the 
bill in principle. 

Mr. Brawiey. Thank you, sir. 

Mr. Charles Puskar. 


sh i oe A 


STATEMENT OF CHARLES E. PUSKAR, EXECUTIVE SECRETARY, 
NATIONAL ASSOCIATION OF POSTMASTERS; ACCOMPANIED BY 
EDWARD J. QUIGLEY, POSTMASTER AT BROOKLYN, N. Y. 


Mr. Puskar. We will proceed with our presentation in summary 
form, Mr. Brawley, if that is all right, because it will only take about 
4 minutes, and Mr. Quigley came all the way from Brooklyn to be here. 

For the record my name is Charles E. Puskar. I am the post- 
master at Imperial, Pa., and executive secretary-treasurer of the 
National Association of Postmasters of the United States. 

In this latter capacity, I am representing John F. Fixa, postmaster 
. of San Francisco and the president of our organization. I would 
) also like to introduce the gentlemen accompanying me today: Post- 
master Edward J. Quigley, of Brooklyn, N. Y., who is here today in his 
capacity as chairman of the public relations committee of our organi- 
zation, and Mr. George W. Grader, who is administrative assistant in 
charge of the Washington office of our association. 

Mr. Chairman, we have 33,698 members, which is slightly more than 
88 percent of the 38,000 postmasters in the United States, and we are 
grateful to you and the members of your committee for this opportu- 
nity to express our views regarding the civil-service retirement system. 

The National Association of Postmasters has long advocated more 
liberal retirement benefits for Federal employees, and we want to go 
on record as approving in principle the benefits embodied in S. 2875, 
known as the Johnston retirement bill. 
We feel that the formula for computing annuities in S. 2875 would 
bring retirement benefits more equitably in line with those existing in 
private industry today, and many other liberalizing features of the 
17 bill, in our opinion, are long past due. 
tf Postmasters today, more inate ever before, feel secure in their jobs 
under the Ramspeck-O’Mahoney Act, and, like all Federal personnel 
with civil-service status, can ae forward to a life career in the postal 
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service as long as they efliciently and conscientiously manage their 
: respective offices. That fact makes the liberalization of the civil- 


service retirement system of paramount importance to us. 

It has been said that the bill would cost approximately an additional 

, $521 million. As responsible citizens and as postmasters, it is natural 
: that we are somewhat apprehensive as to whether the fiscal condition 
of our Government could absorb that total cost. 
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In view of the liberal benefits we would receive under the bill, it is 
my opinion that the large majority of our members would have no 
objec tion to paying an additional amount above the 6 percent of our 
salaries presently ‘being paid into the civil-service retirement fund, 
in order to lower the net cost to the taxpayers of our Nation. 

It has been said that an additional cost of approximately one-half 
billion dollars may jeopardize the fiscal policy of the Nation by placing 
the Nation’s indebtedness dangerously close to the national debt ceiling. 

Therefore, we recommend that provisions be made in the bill for 
financing the total cost of the bill, in order to reduce the possibility 
of an objection on a financial basis by the executive branch of the Gov- 
ernment. In that respect, I was happy to hear Mr. Brawley explain 
why it was not possible to put that in that bill. 

It is now my pleasure, Mr. Chairman, with your permission, to 
present Postmaster Edward J. Quigley, of Brooklyn, N. Y., chairman 
of our public relations committee, ‘for further testimony. 

Mr. Quictey. Mr. Chairman, members of the committee, for the 
purpose of the record, Iam Edward J. Quigley, postmaster at Brook- 
lyn, N. Y., and chairman of the public relations committee of the 
National Association of Postmasters of the United States. 

You have been patient and generous in allowing the representatives 
of the various postal organizations to submit testimony relative to 
the civil-service retirement system during this hearing. It has been 
pointed out by various witnesses here that liberalization of our retire- 
ment system is much needed. 

The members of our association concur with that opinion. It has 
been noted that no complete revision has been made in the Civil Serv- 
ice Retirement Act since it was enacted in 1920. In the ensuing years 
the cost of living has more than doubled and we feel that the Johnston 
bill, S. 2875, will help to alleviate the unfair condition that presently 
exists. 

We feel that the outstanding feature in the Johnston retirement 
bill is the more liberal factor for the computation of retirement bene- 
fits, and we heartily endorse that principle. 

However, as pointed out by Mr. Puskar, we also feel that it is our 
responsibility to recommend some means of helping to finance the 
cost of the bill. For that reason, I concur that it would not be objec- 
tionable to a large majority of our members to increase our contribu- 
tion to the civil-service retirement fund to offset at least a part of the 
cost of the increased benefits. 

The means of financing the bill is necessarily the responsibility of 
Congress and the executive branch of the Government. However, we 
feel that the method of financing should be spelled out in the bill 
itself. Postmasters, like any other Federal employees, are not un- 
willing to accept the liberalized retirement plan, but on the other 
hand, feel that it is legislation that is long past due. 

However, as responsible citizens, we “feel that some method of 
financing the cost of the bill is also our concern. 

On behalf of our approximately 34,00) members, we thank you for 
having given us the opportunity to testify at these hearings, and we 
are indebted to the members of this committee for the consideration 
and courtesy shown us. 

Mr. Brawtey. Thank you very much. 

Mr. Thurmond Darr. 
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Mr. Keri. Mr. Darr had to leave and asked to have his state- 
ment put into the record as though it were read. 
(The above-mentioned document is as follows:) 


STATEMENT OF THURMAN DARR OF THE NATIONAL ASSOCIATION OF ALCOHOL AND 
Tosnacco Tax FIELD OFFICERS 


My name is Thurman Darr and I am a member of the liaison committee of 
the National Association of Alcohol and Tobacco Tax Field Officers. I am a 
full-time employee of the Internal Revenue Service, Alcohol and Tobacco Tax 
Division. In the past I have worked as a storekeeper-gager and I am now 
employed as an investigator. 

I have taken annual leave from my job to appear here this morning in behalf 
of the association to support any legislation which will substantially improve 
the provisions of present law establishing a Federal employees retirement system, 
As an organization, we particularly favor S. 2875 sponsored by Senator Jolinston, 
of South Carolina, but there are many desirable provisions in the bill introduced 
by Senator Carlson which we would like to see integrated into Senator Johnston's 
bill. In addition, we are most anxious that whatever bill is recommended by 
this committee contain a provision for optional retirement at age 50 of Govern- 
ment employees engaged in hazardous occupations. 

First, I should like to tell the committee something about our organization 
and the job classifications of storekeeper-gager, inspector, and investigator which 
we represent. The association was originally formed in 1901 under the name of 
National Association of United States Storekeeper-gagers. The name was 
changed last vear and the jurisdiction of the organization expanded to include 
inspectors and investigators. In permissive work we represent our Government 
at the various distilleries, internal revenue bonded warehouses, industrial alco- 
hol plants, rectifying and bottling plants, wineries, and storerooms throughout 
the United States. In enforcement work we investigate law violations and 
apprehend criminals. 

The primary duty of the storekeeper-gager is to test, measure and report to 
the Internal Revenue Service on the quality and quantity of alcohol production. 
On the basis of his reports, the alcohol tax liability of the industry is fixed which 
represents annual taxes collected by the Government of approximately $3 billion. 
The day-to-day duties of the gager bring him in touch with highly explosive 
chemicals and liquids and fatal accidents are not uncommon. During the last 
year three serious accidents occurred. At Pekin, Ill., Gager Sarek was injured 
and severely burned in a disastrous explosion. On February 11, 1955, at Sunny- 
brook Distillery near Louisville, Ky., Gager Hodges was splashed with boiling 
hot stillage and the burns were so severe that he-is still unable to return to 
work. The worst accident of the last year, however, occurred on May 26, 1955, at 
a plant operated by Publicker Industries, Inc., at Philadelphia, Pa. Gager Baker 
was killed as were three company employees entrapped in the denaturing prem- 
ises. Of 14 storekeeper-gagers on duty, 7 were severely burned and injured in 
varying degrees. From these examples I am sure the committee will under- 
stand that ours is a hazardous occupation. 

Investigators are also field employees of the Alcohol and Tobacco Tax Division 
and are charged with the detection of crime and the enforcement of our tax 
regulations, including apprehension of criminals. Inspectors make regular and 
special inspections to determine compliance with the regulations. 

At the present time there are approximately 1,000 storekeeper-gagers, 1,000 
inspectors, and 1,500 investigators eligible for membership in our organization, 
We are all Federal employees with very few of our number assigned to duty in 
Washington, D. C. Our work is, for the most part, at the industrial plant or 
distillery where we work alongside the employees of private industry. Since 
the end of the war we have watched these employees through their collective 
bargaining organizations achieve higher wages than many of our members 
receive and, in addition, company-paid-for employee benefits far more liberal 
than any we enjoy. As a group, we welcomed the long overdue pay raise legis- 
lation of last year and we think that the next major step for Federal Government 
employees will be the enactment of the retirement principles embodied in S. 2875 

Our association has seriously and conscientiously studied the differences which 
appear to exist between the Carlson and Johnston bills. We believe that any 
final bill reported out by this committee should include features of both bills. 
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To summarize our position, we think the reported bill should include as a mini- 
mum the following provisions: 

1. An increase in annuity and family survivorship benefits by the percentages 
proposed in the Johnston bill. 

2. No increase in employee contributions above present requirements. Since 
1920 Federal employees have paid nearly 5 billions into civil-service retire- 
ment and total benefits paid out have been only 2.2 billions. The civil-serv- 
ice retirement fund today is more than 6 billion. There is no justification 
now for further increases in employee contributions. 

3. A provision for coordination of civil-service retirement with social se- 
curity benefits as provided by the Carlson bill. 

4. A definition of hazardous employment which will clearly include the mem- 
bers of our association and entitle them to optional retirement rights at age 
50. The present language of section 6 (c) of the Johnston bill needs clarifi- 
cation in order to cover hazardous occupations not connected with detection 
of crime or apprehension of criminals. 

The listing of these four points is not intended to be comprehensive. As I have 
said before, there are other desirable provisions in both the Johnston and Carl- 
son bills. We have studied the Kaplan report and believe that it represents 
a careful and intelligent analysis of the present retirement system. 

We are, however, concerned with the assumption of the Carlson bill that 
employee contributions to the retirement system must be increased from the 
present 6 percent in order to finance the more liberal benefits. An increase in 
contributions not accompanied by a further increase in the salary scale would 
be most disheartening to Federal workers. Current deductions from our salary 
checks absorb from 15 to 26 percent of our theoretical salaries. Private enter- 
prise has found it possible to provide special funds for fringe benefits without 
lowering the basic take-home pay. The Government should be able to do the 
same. 

I want to thank the members of the committee for extending me the privilege 
of appearing here today and I shall be happy to answer any questions which 
are asked me. 


Mr. Brawtey. Mr. J. E. Stark. 


STATEMENT OF J. E. STARK, DIRECTOR, UNITED STATES 
RETIREMENT BENEFITS ASSOCIATION 


Mr. Stark. I am John Edwin Stark, director of the United States 
Retirement Benefits Association, Inc., and I appreciate the privilege 
extended to me and to this organization in presenting our position 
regarding retirement legislation which would result from the en- 
actment of S. 2875. 

We urge the passage of this bill because we consider it a positive 
step in the revision of the United States Civil Service Retirement Act, 
a step in the right direction; a step in the elimination of inequities 
and in acquiring a very substantal increase in order that Federal em- 
ployees may be assured an American standard of living. 

During 1955 the President stated on several occasions, I believe, 
that more than 50 percent of Federal retirees were receiving $1,300 
per annum or less. As of June 30, 1954, more than one-fifth of them 
were receiving $600 per annum or less. 

The statement from Mr. Kaplan was that Federal employees paid 
more for what they received in retirement benefits than any other 
group in the United States. 

I mention this as an illustration of the need for a more general and 
a more substantial coverage than would be provided by the passage 
of this bill, S. 2875. 

At this point, Mr. Brawley, I should like, if I may, to insert into 
the record the USRBA resolutions presented to the House and Senate 
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Civil Service Committees in 1954 and 1955, which gives a more definite 
and complete statement of what our organization considers is a more 
general and more substantial coverage. 

Mr. Brawtey. It may be inserted. 

(The above-mentioned document is as follows :) 


UNITED STATES RETIREMENT BENEFITS ASSOCIATION—PROPOSED RETIREMENT L&GI8- 
LATION AS SUBMITTED TO CONGRESS IN DECEMBER 1954 AND IN JANUARY 1055 


In order to establish an adequate and equitable retirement system for Federal 
employees and other participants of the Federal retirement system which now 
operates under the Civil Service Retirement Act of May 29, 1930, as amended ; 
and 

In order to cooperate with the Members of the United States Senate and of the 
House of Representatives, through their designated committees, we herewith 
submit the following suggestions in the form of resolutions: 


RESOLUTION NO, 1 


Whereas during the fiscal year 1953 the receipts for retirement benefits were 
more than 214 times the disbursements for all retirement benefits; and 

Whereas some retirees receive compensation on the basis of 2% percent of 
the basic annual salary as computed under our present retirement law while 
many retirees draw retirement compensation on the basis of only 144 percent; 
be it therefore 

Resolved, That retirement compensation be made uniform in that all retirees 
be paid on the basis of the 24% percent except that the increase for lower grades 
(below $7,000 per annum) shall be determined by the use of 2 percent plus $35, 
which is comparable to the formula used in the present law. 


RESOLUTION NO. 2 


Whereas many retirees retiring prior to April 1, 1948, would not benefit under 
an amendment as in resolution No. 1; and 

Whereas many of these retirees do not have, under the present law, adequate 
and equitable retirement benefits; be it therefore 

Resolved, That any and all retirees who retired prior to April 1, 1948, be given 
the option of using either the 5-year formula as set forth in resolution No. 1 
or of accepting a 50-percent increase subject only to a maximum retirement 
compensation of $3,600 per annum. 


RESOLUTION NO. 3 


Whereas of all retirees as of June 30, 1953, more than 20 percent, or approxi- 
mately 1 of each 5 oe were receiving less than $600 per annum; and 

Whereas, as of June 30, 1953, more than 65 percent of all retirees were receivy- 
ing less (many of shane: adie much less) than $1,800 per annum: and 

Whereas this inadequate retirement compensation is perhaps the result of cir- 
cumstances over which the great majority had no control: and 

Whereas the limitation of $1,200 per annum was placed on early retirees re- 
gardless of the period of useful service and regardless of the amount of money 
deducted from their salaries; and : 

Whereas some reasonable addition of retirement compensation should be given 
to those whose period of service has been reduced because of disability; be it 
therefore : 

Resolved, That such inadequate retirement compensation be corrected, in some 
considerable degree, by giving an option to all retirees to choose the following 
plan: 

The following low retirement compensation plan shall apply to both 
ability and nondisability retirees. 

A 5-year period of retirement shall be required for all retirees under this 
plan, but for those retired because of disability, a continuous disability must have 
existed during the 5 consecutive years following the date of retirement. If, how- 
ever, the disability retiree is not offered the same position held at — time of 
retirement, or a position comparable in duties and salary, the disabled retiree 
shall not be required to give further proof of disability during these 5 years and 
such retiree shall not be required to show that the same disability existed duri ing 
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the 5-year period in any case, except that false or fraudulent statements or acts 
by such retiree for the purpose of concealing the true state of his or her health 
shall be considered cause for refusing retirement compensation under this 
plan. 

As indicated in the schedule, the disability retiree who, after 5 years of 
continuous disability, fulfills the requirements as herein stated shall be rated 
for the same retirement compensation as a nondisability retiree with approxi- 
mately double the service credit as that of the nondisability retiree. 


Schedule, retirees under this Federal retirement system with service as an 
employee in the administrative, legislative, or judicial branches of the Federal 
Government 


Years of service | Minimum 
‘Scat tant tnd retirement 








Disability Nondisability compensation 
ON re ee ew euionaetewie | 10 years Seales ; sain Gieies sneaall $900 
aa ae ee ss | | eS 6 1, 200 
a Na Ss ere | 20 years... -- J ebeihdethpakawedsss i 1, 500 
a a 25 yenrs..... ian cain iti il daa os latins 1, 800 
SM x ee ne re CE A Fe oe en ae a 2, 100 
Bees . S00 ies Ata b ce bicencewdiabencdaotek NOP EM ie cused ki sa seeetosa tes tahini take | 2, 400 








RESOLUTION NO. 4 


Whereas many of the survivors under this Federal retirement system have not 
received and do not now receive a sufficient annuity to meet the requirements of 
the American standard of living; and 

Whereas it has been recommended that by taking money from the receipts 
of social security this may be remedied to a very limited extent: and 

Whereas there is much more available per person from Federal retirement 
receipts than from social security ; and 

Whereas the rank and file of Government retirees do not desire to deprive the 
persons, who now draw social-security benefits, of money which is needed by them 
and to which they are entitled ; be it therefore 

Resolved, That each survivor participating in this retirement system be given, 
without further cost, an increase of $300 or 30 percent of the present survivorship 
payments, whichever is the greater. 

J. E. Stark, Director, USRBA. 

Note.—The above resolutions are intended to apply to present and future 
retirees with the exception of resolution No. 2. 

Mr. Stark. Senator Carlson’s bill, S. 3041, has been offered as a sub- 
stitute for S. 2575 on the assumption, I believe, that it, S. 3041, would 
give greater benefits and be much cheaper to the taxpayer and to the 
Federal employee. How this can be done is by no means clear to me, 
but we are opposed to any form of amalgamation with the social 
security or any other retirement system. 

Mr. Kerurn. Mr. Stark, if you will pardon me for interrupting, I 
might add that it is not clear or did not appear to be clear to Mr. 
Young or to the Commissioner of Social Security or to others here. 

Mr. Stark. I observed that. 

Our employer is the Federal Government, and it is with our em- 
ployer only that we want to deal; and it is our desire that our employer 
be able to negotiate without spending valuable time in the examination 
of other retirement systems involving employers, hundreds of them— 
yes, thousands of employers— in order to be sure that some needed 
provision for us does not interfere with the rights of some retiree in 
one of the thousands of systems now amalgamated—or very closely 
affiliated—with the OASI. 
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Amalgamation, which we believe is being introduced in S. 3041, 

would mean not only amalgamation with social security but would 

mean amalgamation with thousands of other retirement systems. 

The Federal retirement system has had bits of piecemeal legisla- 
tion over the years with much good resulting, but with much to be 
desired in a general revision. Social security, with its piecemeal addi- 
tions, has become much more complicated in less time. Each needs 
revision. To combine these two would be like entangling two piles of 
yarn in order to properly untangle them. 

It seems rather absurd for the United States Government to be so 
concerned over the low standard of living of foreigners in foreign 
lands and at the same time fail to provide a good American standard 
of living for its former employees. 

Also, the matter of employee morale is important. The employee 
wonders if he or she will be treated as are the present retirees. 

It is important that our economy be stabilized. A step in this diree- 
tion would be the payment for an American standard of living to 
civil-service retirees, a group which would, if permitted, maintain such 
standard of living. 

This group is suflicient in number and in geographic distribution to 
be quite effective in this respect, and the money now available is cer- 
tainly sufficient for this step. I wish to make this statement before 
closing, and it does not come under the business prescribed for the 
subcommittee, but the members of this organization wish to express 
their sincere appreciation of the 1955 cost of living increase in retire- 
ment benefits. 

Again, I wish to thank you, Mr. Chairman, and also to thank the 
other Senators on this subcommittee for the privilege extended to me 
in presenting this testimony. 

Mr. Braw ey. Thank you very much, Mr. Stark. 

Mr. Leon B. Lent, Mr. C. M. Lample, and Mr. William P. Me- 
Cracken. 

Mr. Lent. Mr. Lample will make our presentation for us. 


STATEMENT OF C. M. LAMPLE, PRESIDENT, FEDERAL RETIRE- 
MENT PROTECTIVE ASSOCIATION; ACCOMPANIED BY LEON B. 
LENT, EXECUTIVE SECRETARY, AND WILLIAM P. McCRACKEN 


Mr. Lamrre. We have a prepared statement which we would like 
to submit for the record, but I would like to emphasize 1 or 2 points. 

Mr. Brawiry. Why do you not take a seat then and proceed ? 

Mr. Lampte. We are perhaps the only organization that have not 
proposed any amendments to 8. 2875. We have deliberately avoided 
it. We can think of a lot of things we would like to see included, 
but we believe that nothing should be permitted to stand in the way 
of the progress that we hope to get through S. 2875. 

We consider the Retirement Act somewhat on the order of an ailing 
or sick human being. It has acquired ailments over the years, and 
those ailments are not going to be cured with 1 bill any more than 
human ailments are cured by 1 pill. 

So, we have avoided deliberately offering any amendments. For 
example, at one time we had decided to enlarge greatly on the bene- 
fits for persons engaged in hazardous occupations. 
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We can think of nothing more hazardous than an airplane pilot 
who is required to check pentetype airplanes for aviation facilities, 
or electronics people who are daily required to play with extremely 
high voltage, and nowhere in any of the proposals has any considera- 
tion been given to these people. 

However, as I said before, we don’t think 1 pill cures all the 
ills, and we urge and plead that the committee do everything in its 
power to pass S. 2875, because it has been much needed and repre- 
sents at least a minimum of 36 distinct improvements over present 
law. 

Thank you very much. 

Mr. Brawtey. Thank you very much, and we will make your pre- 
pared statement a part of the record. 

(The above-mentioned document is as follows :) 


STATEMENT OF CurRIS M. LAMPLE, PRESIDENT OF FEDERAL RETIREMENT PROTECTIVE 
ASSOCIATION 


Mr. Chairman, and gentlemen of the committee, my name is Chris Lample and 
I represent the Federal Retirement Protective Association. 

We appreciate the opportunity you have given us to present our views on S. 2875, 
along with our comments on several factors related to the civil-service retirement 
system. Before going further, we wish to say that we like S. 2875 very much, 
since it represents a distinct improvement over present law. It certainly goes a 
long way toward eliminating many of the inequities in the present act, and all 
Government employees should be very happy about these improvements. 

Our studies of the existing act, the report of the Committee on Retirement Policy 
for Federal Personnel known as the Kaplan report, and S. 2875 have not only 
strengthened our conviction that the longtime principle underlying the civil- 
service retirement system is sound, but also convince us that S. 2875 also is 
sound and deserves the support of all Federal employees. 

Our analysis of 8. 2875 indicates to us that it contains at least 36 separate 
and distinct improvements to existing law. These improvements include exten- 
sion of benefits, removal of inequities, clarification, simplification, and uniformity. 
We believe this constitutes a long step forward in retirement legislation, partic- 
ularly with respect to liberalization of the annuity formula which, it is gener- 
ally agreed, can and should be accomplished. 

The Civil Service Commission report on the status of the fund clearly shows 
that the total of all employee contributions to the fund alone has exceeded the 
total of all disbursements by more than $800 million. Despite the fact that the 
total of Government appropriations is approximately $1% billion less than the 
total of deductions from employees’ salaries, the balance in the fund has risen 
steadily over the years to in excess of $6 billion. It has already been shown that 
the rate of salary deductions could be reduced approximately one-third, and yet, 
optional retirees and employees involuntarily separated before age 65 would 
receive the same annuity as under present law. Under these circumstances, it 
is far preferable to provide the increased annuity proposed in S. 2875 and 
maintain the present level of salary deductions. 

We have attached an analysis of the civil-service retirement report for fiscal 
year ending June 30, 1954, which shows that if the salary deduction rate had 
always been 6 percent and if payments to retired employees had always been 
at the rate of 2% percent of average salary, the balance in the fund would 
still be in excess of $5 billion as of that date. To carry this point further, our 
analysis also shows that if Government appropriations had matched salary deduc- 
tions, under these assumed conditions, the balance in the fund as of June 30, 
1954, would have been over $7,300 million. This clearly indicates to us that a 
continuation of the present level of salary deductions and reasonably matching ap- 
propriations by the Government will more than offset the increase in disburse- 
ments from the fund that would result from the new provisions in S. 2875. 

Althouzh 8S. 2875 does not reach the ultimate goal of our association, we 
believe it is a major step in the right direction. We therefore urge that favorable 
action be taken on this bill. 
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Exuisir A 


Analysis of civil service retirement report, fiscal year ended June 80, 1954 


{All figures to nearest million] 


A. Operating receipts: 
1. If all deductions had been made at 6 percent rate: 


Rate Actual reduction 

2% percent, 1921-26 ef 

3% percent, 1926-42 587.5 x 6/3.5____- i‘ 1, OOS 

5 percent, 1942-48 1,554 6/5 —_- ie 1, 888 

6 percent, 1948-54 ETD MIT Os cence ermine 2,316 
2. Total deductions to June 30, 1954 would have been 


pasanaiaea $5, 435 


B. Disbursements (if all annuities had been computed on basis of 214 
percent of av ong salary. Although some annuities have been com- 
puted at 2 and 2% percent of average salary, for purposes of this 
analysis we ark assume that all annuities have been computed at 
the 144-percent rate, thus placing the disadvantage on our side: 

1. Payments to retired employees would have been increased 
$1,595; in the ratio of 2.5/1.5 or 5/3 of $2,393 (from CSC 
report) 


Yt Bh SE dee Ee a a 8, 988 
2. Assuming payments to survivor annuitants would have been 
increased proportionately—5/3 of $88 (from CSC report) 
a aa ss ssi smsabbicisbgeiurinbsibeaicicaed 146 
3. Payment of refunds, etc. (from CSC report) .---_____ 1, 251 
4. Adjustments (from CSC report) aoe —110 
5: Tetal disbursements would have been........................ 5,275 
C. Salary deductions would have exceeded disbursements by... __-__~- 160 
D. Average interest on investments is 0.0377. 
E. Interest loss resulting from-— 
1. Annuity increase to retired employees, $1,595 0.0377 equals_ 60 
2. Increased survivor annuities, $88 0.0377 equals__--_-________ —63 
F. Salary deductions alone would have exceeded all disbursements by__ 97 
G. Total Government appropriations to June 30, 1954 were____________ 3, 36: 
re I ON i es 1, 712 
(Note.—Interest actually would have been slightly higher.) 
Bs i Ee Re PO al dan ss 22 
J. Balance in fund June 30, 1954 still would have been________________ 5, 194 
K. If Government appropriations had matched salary deductions: 
1. Government appropriations would have increased by_ $2, 072 
sin nT i assesses icnmininek 78 
3. Balance in fund would have increased by______- bi > 150 
L. Total balance in fund June 30, 1954 would have been__ pa a an 7,344 


Mr. Brawtey. Do you have any questions, Mr. Kerlin? 
Mr. Kerurn. No. 
Mr. Brawtry. Mr. William S. Tyson. 


STATEMENT OF WILLIAM S. TYSON, COUNSEL FOR LOCAL NO. 30, 
PANAMA CANAL PILOTS, I. 0. M. M. & PILOTS 


Mr. Tyson. I would like to introduce the statement and maybe 
summarize just one paragraph, that we are here representing the 
Panama Canal Pilots. We are affiliated with the AFL-CIO. 

We would like to endorse the bill and also the opinion of Mr. 
Ryan who appeared for the AFL-CIO. The group we represent is a 
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small group, and we think the hazards of their employment bring 
them within the provisions of section 6 (c) of S. 2875. 

I also would like to call the attention of the subcommittee to the 
fact that it is my understanding that other foreign-service personnel 
in the State Department are covered by provisions which are similar 
to this which we ask for inclusion in this bill. 

The hazards of the tropical employment are certainly not exagger- 
ated in the case of my clients, because of their constant and continu- 
ous exposure to the sun and all the elements of the tropical climate. 

Three of the officers of the organization have, within the past year, 
had cases of skin cancer, and in addition to that their exposure to 
the other diseases and elements of the climate in Panama are men- 
tioned in my statement. 

I would like to say, however, that the necessity for some action on 
S. 2875 with respect to these people is buttressed by the fact that since 
1949, the years in which statistics have been kept of the pilots who 
have left employment, over 80 percent of them have failed to reach 
the retirement age provided in the Civil Service Retirement Act, and 
so we have a small group of maritime employees, only 20 percent of 
whom have received the benefits of the Civil Service Retirement Act, 
and we think the facts set forth in this statement will give the com- 
mittee full information as to why this has happened. 

We hope and urge the subcommittee and the committee to include 
this group within the group of hazardous occupations and positions 
which are now covered under section 6 (c) of S. 2875. 

I might say also that there is a bill pending in the House, H. R. 
3946, which does exactly what we are recommending here, and we 
would recommend that the committee give that bill and the statements 
that have been made in respect to it their consideration. 

Thank you very much for the opportunity of appearing here. 

Mr. Kerurn. I have one question I would like to ask. Of the 80 
percent who do not go on to retirement, do they quit or do they be- 
come disabled ? 

Mr. Tyson. I have some figures in that statement. 

Mr. Kerurn. Is that covered in your statement ? 

Mr. Tyson. Yes; I think of the 26 who quit who were 50 or older, 
over 50 percent have been retired for physical disability ; 4 have died ; 
4 retired with reduced annuities before reaching the age of 62 because 
of various things: and only 5 of the 26 were able to reach the retire- 
ment age of 62 without physical disability, which we considered as 
bearing upon the factors in our case. 

Thank you very much. 

Mr. Brawtey. Thank you, and your prepared statement will be 
made a part of the record. 

(The above-mentioned document is as follows :) 


STATEMENT OF WILLIAM S. TYSON, COUNSEL FoR LOcAL No. 30, PANAMA CANAL 
PILots, INTERNATIONAL ORGANIZATION OF MASTERS, MATES AND PILOTS 


Mr. Chairman and members of the subcommittee, my name is William S. Tyson 
and I am legal counsel for Local No. 30, the Panama Canal Zone Pilots of the 
International Organization of Masters, Mates and Pilots, affiliated with the 
AFL-CIO. 

As this subcommittee is holding hearings on 8. 2875 to amend the Civil Service 
Retirement Act of May 29, 1930, I would like to place before you a retirement 
problem which is of vital concern to a small group of approximately 90 American 
citizens who pilot vessels through the Panama Canal. These pilots, maritime 
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employees of the Panama Canal Company, bave an outstanding record for safely 
Nav.gating all kinds of vessels through the complicated lock systems and nar 
row channels of the Panama Canal. 

The provisions of the present Civil Service Retirement Act of 1930, to which 
these employees are subject, are entirely inadequate to meet the peculiar re- 
tirement problems of this worthy group of Federal workers. Statistics show that 
very few of these pilots will be able to continue at work in their roles until they 
reach the retirement age of 62 established in the present act. 1 believe this 
subcommittee will wish to know why such a condition exists. 

There are several reasons why at least 80 percent of this group of pilots never 
attain the age of 62 established in the Retirement Act without prior disablement 
or death: 

1. The average starting age for a position as a qualified Panama Canal pilot 
is 36 years. This is due to the long years of experience acquired during train- 
ing in service on the high seas and as masters of oceangoing vessels, all of 
which are required for these jobs. Because of the high entrance age the inci- 
dence of disabling illnesses before reaching age 62 increases markedly. 

2. The duties of Panama Canal pilots require that they be subjected to long 
periods of continuous and extensive glare and heat from a strong tropical sun 
The back glare from the water exaggerates the effects of the tropical sun in 
much the same manner that a pane of ordinary glass can be used to set fire to a 
sheet of paper. Constant exposure to tropical heat, sun glare, excessive rain- 
fall, dampness, humidity, and other elements of the Tropics either precipitate 
or aggravate many of the diseases to which these employees are subjected. 

It should be pointed out that skin cancer due to exposure to tropical sun 
glare is very frequent with chese employees. Three of the officers of the pilots’ 
organization have had such cancers removed within recent months. 

3. Panama Canal pilots must navigate vessels of heavy tonnage with a breadth 
almost equivalent to th. canal, including multi-million-dollar aircraft carriers, 
through p ecarious cuts, channels, and passages for a distance of some 48 miles 
which is the length of the canal. These transits consume up to 20 hours, often- 
times largely at night. In many weeks a pilot is able to sleep only every other 
night. Furthermore, the hazards of boarding and disembarking from all types of 
vessels in rough waters, up and down high swinging rope ladders, have resulted 
in many serious injuries. Only a few weeks ago a man was drowned when 
boarding a ship in these same waters under similar circumstances. Such jong 
periods of dangerous passages, nightwork, lack of sleep, and the hazards inci- 
dnt to hoarding and disembarking from all kinds of vessels in high seas have 
contributed to the strain and tension of these jobs resulting in shortened years 
of active duty. ‘ 

4. Eminent medical authorities have commented on the hazards and debili- 
tating effects of life in the Tropics. Apparently the whole oxidation process of 
persons who come from temperate zones slows up, resulting in a condition of 
chronic fatigue, headaches, and faulty elimination of toxins from the body. 
Lack of muscle tone in the Tropics results in organic deterioration and conse- 
quently shorter life. That these things do happen in tropical Panama is sup- 
ported by increased rates charged Americans in the Canal Zone by the insur- 
ance companies. By virtue of their outside activities the pilots are constantly 
exposed to all such tropical elements. 

5. The incidence of skin cancer, tuberculosis, nephritis, parasitic fungi, and 
other diseases of the Tropics among the pilots establishes the health hazards to 
which these employees are subjected. In addition the strain, tension, and 
dangers of their duties combined with the heat, glare, and humidity explain 
the apparent short life span of these employees. Accerding to statistics which 
have been kept since 1949, 26 pilots over 50 or 32 percent of the force have left 
their jobs for other than personal reasons during this period. Thirteen of these 
26, or 50 percent of those leaving, have retired for physical disability ; 4 died; 4 
retired with reduced annuities before reaching age 62; and only 5 of the 26 
were able to reach the retirement age of 62 without physical disability. 

It is thus evident statistically that of those pilots who have left their jobs at 
age 50 or older, 80 percent have been unable to reach the retirement age of 62 in 
good health so that they could take advantage of the retirement annuities pro- 
vided under the provisions of the present Civil Service Retirement Act of 1930, as 
amended. 

If the Civil Service Retirement Act is to meet the many diverse needs of Fed- 
eral employees it must take into consideration the widespread ramifications 
and problems of the variegated categories of such employees. 
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A bill, H. R. 3946, introduced by Representative Shelley of California, is now 
Pending before the Committee on Post Office and Civil Service of the House of 
Representatives which would amend section 1 (d) of the present act to remedy 
this unjust situation. This bill would in effect confer upon Panama Canal pilots 
the same benefits which are conferred upon investigative employees under section 
1 (d) of the present act and section 6 (c) of S. 2875. The same benefits were 
conferred upon certain employees of the Bureau of Prisons and the Public 
Health Service by 8. 65 which passed the Senate in the first session of this 
Congress. 

Mr. Chairman, the Marine Director of the Panama Canal Company, in a letter 
to the pilots association, has previously expressed the view that legislation to 
effectuate the views expressed here would not meet objection from the Com- 
pany. 

This small group of maritime employees is performing with credit a particu- 
larly necessary function in this strategic tropical area and is entitled to be 
treated fairly by their Government. It is respectfully urged that section 6 (c) 
of S. 2875 be amended so as to include Panama Canal pilots within its scope 


Mr. Brawtey. Mr. Hulon L. Ballew. 


STATEMENT OF HULON L. BALLEW, REPRESENTING COLUMBIA 
TYPOGRAPHICAL UNION, NO. 101 


Mr. Battew. Mr. Chairman, my statement endorses S. 2875 and 
opposes any act which would couple the Civil Service Retirement Act 
with the social security. I have no objection to having that statement 
included in the record. 

Mr. Brawey. Very well, your statement will be included in the 
record as though read. 

(The above-mentioned document is as follows :) 


PREPARED STATEMENT BY HULON L. BALLEW 


My name is Hulon L. Ballew. [ am an employee of the Government Printing 
Office, and a member of Columbia Typographical Union, No. 101. I have a pre- 
pared statement which I would like to read into the record. 

As a member of the legislative committee of my union I speak for approxi- 
mately 1,300 printers of the Government Printing Office, plus the groups employed 
by the Bureau of Engraving and Printing and other agencies, who have a pro- 
found interest in any proposed legislation which seeks to amend the Civil Service 
Retirement Act. 

We endorse this bill because we believe that a liberalization of the features 
affecting employees who retire with 30 or more years of service at less than 60 
years of age is long overdue. There are many Federal employees of less than 
60 years of age who have given more than 30 years of loyal, efiicient service and 
who, because of declining health or other factors, would like to retire, but cannot 
afford it because of the drastically reduced annuity which would be received 
under the present law. We believe that the more liberal features contained in 
this bill is a just method of meeting and solving the problems of this type of 
employee. Further, we believe that it would be to the best interest of the Govern- 
ment to offer this plan to these employees who have given so many years of 
faithful service. 

My group also feels that the provision of section 9 of this bill whereby the an- 
nuity is computed by multiplying the total average salary by 2 percent is a more 
realistic approach than the provisions of the present law. 

One further thing: While I know that it is no part of the bill now being dis- 
cussed, I would like to say to this committee, for the record, that my group 
strongy disapproves of any legislation which would in any degree couple the civil- 
service retirement law with social security, and are deeply disturbed by reports 
in the press that such legislation is being seriously considered, as we believe that 
any such course must inevitably be detrimental to the interests of the Federal 
worker. 

This concludes my statement, gentlemen. 

Thank you for your time and attention. 


Mr. Brawtey. Mrs. McDermott. 
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Mrs. McDermorr. I am Mrs. Elmerdeem McDermott, of the em- 
ployees association, and I represent a great number of people who re- 
ceived reduction-in-force notices long before they were ever 60, and, 
of course, we had to go out with a reduction, which cost me around 20 
percent of my retirement, and I never was a very highly paid employee 
at that. 

But women do not work just because they are just working for some- 
thing to do. Usually they work because they have a purpose or a 
responsibility, and I had 34 years of service, and my proposition is for 
these people to raise their annuity to the full amount after attaining 
the age of 62 or 65, whichever the committee would be interested in 
doing. 

You see it cost me 20 percent of my retirement, and I know of a 
number of people who went in around my age, around 18 or 19, during 
the First World War, and, of course, people who went in during the 
Second World War, have retirement at 60 with 30 years’ service, but I 
felt that as long as we gave our number of years’ service, regardless 
of our age they had 34 years of my life, and I have my responsibility, 
and they will be increasing, and ev yerybody’ Ss expenses are more as they 
get older, and we went out on reduction-in-force for economy purposes, 
through no fault of our own. 

Mr. Brawtry. Although you had 34 years’ service in the Govern- 
ment / 

Mrs. McDermorr. Yes. 

Mr. Brawtey. You left the Government through no fault of your 
own ¢ 

Mrs. McDermott. That is right, the job was abolished. 

Mr. Brawtey. You are getting retirement ? 

Mrs. McDermorr. I am getting reduced retirement with a 20-per- 
cent cut, and my idea is there are any number that I know in the Vet- 
erans’ Administration where I worked that did the same thing, went 
out at 48 years old. 

Of course, I realize the longevity and the actuarially and all that, 
but the thing is they have those 34 years of my life. 

For example, t take a Miss Mary Smith who went in the service and 
came out 30 years later still Miss Mary Smith, her relatives and sisters 
and so on that might help her out at that age, might not be able to, 
she wouldn’t have any home to go to and she would have that much 
less to depend on, not having anyone to help her, no home to go to, we 
will say just living in an apartment or something like that. 

Of course, everybody elects to live the way they want to live. I real- 
ize that, but the point is, and several of us have talked it over, who 
have gotten out in these same circumstances, their job being abolished, 
and of course, they offer you another job—and some of them that were 
legal and professional, they have been around grade 11’s and 13’s have 
been offered 3’s and 4’s. By the time they figure out their take-home 
pay and the difference in their retirement pay, they would just as well 
go home. 

Of course, we all know that as we get older, they want us less than 
they do the younger people, make room for the younger people, they 
have their own families coming on. 
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Mr. Brawiey. When you are forced out of Government through a 
reduction in force and take your annuity with the reduction, you 
could then go back into Government and serve several years and have 
it recomputed : : couldn’t you? 

Mrs. McDermorr. The only way it can be done, as I understand it, 
is you get the difference in your pension and your salary as of the 
grade, but you are not increasing your retirement pension. If you 
were, 2 lot of people would go back, I think. 

Mr. Brawtey. S. 2875 would change that in that it would permit 
you to go back in the event you could find a job. 

Mrs. McDermorr. To increase the retirement ? 

Mr. Brawtey. Yes, if you went back and remained in the service 
1 year. 

Mrs. McDerrmorrt. It is just as hard to get back into the Govern- 
ment at this age as it is in private industry. I have worked from time 
to time in private industry. 

Mr. Brawtey. I am not sure I got your proposition as you stated it. 
You proposed that the cut not be applied / 

Mrs. McDermorr. To anyone who has had 30 years, anyone who has 
had it should get. the full retirement. 

Mr. Brawiry. At an age where you would receive your deferred 
annuity ? 

Mrs. McDermorr. Yes, I went in the Government around 18 or 19, 
as many of us did, during the First World War. 

Mr. Brawiry. Would you like to add anything? 

Mrs. McDrrmorr. No. I went on in another “paragraph, but it is 
the same thought, and when a retirement for 30-years service has been 
reached, regardless of age passed, just if they have had 30 years I 
would ask that they be included. They do not usually make anything 
retroactive in a retirement bill, I know, but if we could insert that in 
somewhere—in other words, Government people that have had 30 
years’ service that have had to take a reduction only on account of their 
age and went out through no fault of their own. 

“Mr. Brawtey. Thank you very much. 

Mr. Lawrence Spriggs. 


STATEMENT OF LAWRENCE SPRIGGS, WASHINGTON, D. C. 


Mr. Sprices. Mr. Chairman, I just have one statement, and my pro- 
posal is 30 years retirement regardless of age which would give a lot 
of people a chance to work and have something of their lives left, and, 
therefore, they could go out and work on the outside if necessary and 
get covered by social security; but I do not endorse the coordinated 
program of the two systems. 

Mr. Brawtey. Is that all? 

Mr. Sprices. Yes. 

Mr. Brawtey. All right. Thank you very much. 

Mr. Sprices. And I thank you for this opportunity. 

Mr. Braw ey. Is there anybody else who would want to appear as 
a witness to present testimony ? 

(There was no response. ) 

Mr. Brawtey. If not, the hearings will stand adjourned subject to 
the call of the Chair. 


(Thereupon, at 12:40 p. m., the hearing was adjourned subject to 
the call of the Chair.) 
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WEDNESDAY, MARCH 14, 1956 


UNIrep STATES SENATE, 
CoMMITTEE ON Post Orricr AND CIVIL SERVICE, 
Civit Service RETIREMENT SUBCOMMITTEE, 
Washington, D.C. 

Met, pursuant to notice, at 10:1) a. m., in room 135, Senate Office 
Building, Washington, D. C., Hon. W. Kerr Scott (chairman of the 
subcommitte) presiding. 

Present : Senators Scott (presiding), Case, and Neuberger. 

Staff members present: H. W. Brawley, executive director, and J. 
Don Kerlin, assistant staff director. 

Senator Scorr. The meeting will come to order. 

Senator Case, if you have any questions of Mr. Schottland, would 
you care to ask them now? 

Senator Case. I don’t have any immediate questions to ask Mr. 
Schottland, but I think there are some things that he would like to 
develop himself which would be helpful to all of us. 

Senator Scorr. Go right ahead, sir. 


STATEMENT OF HON. CHARLES I. SCHOTTLAND, ADMINISTRATOR, 
SOCIAL SECURITY ADMINISTRATION; ACCOMPANIED BY ALVIN 
M. DAVID, ASSISTANT DIRECTOR, BUREAU OF OLD AGE AND 
SURVIVORS’ INSURANCE, DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE; AND ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL 
SECURITY ADMINISTRATION, DEPARTMENT OF HEALTH, EDUCA- 
TION, AND WELFARE 


Mr. Scnorrianp. Mr. Chairman and members of the committee, our 
testimony last time is on file, and there is no need to repeat the things 
that we brought out at that time. 

I would, however, just like to make one comment because of a mis- 
understanding, I think, that so many people have that the only effect 
of the administration proposal is to coordinate the two systems of 
OASI and civil-service retirement. I would like to emphasize at 
this time, one of the most important effects of the proposal is to liberal- 
ize very substantially the benefits which employees would receive; 
and if I might use just a few examples that are indicative of almost 
any kind of service and salary bevel. a person getting $4,200 a year, 
if he has 15 years of Federal service at the present time, retires at 
$84 per month. 

Under the proposed administration bill, he would get $160 in a 
month, from $84, for himself. 
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If, on the other hand, he had a wife at age 65, he would get $214 a 
month, so that the same employee getting $4,200 a year retiring at age 
65 with 20 years’ Federal service, who works until 65 years of age 
gets $112 a month under the present system. 

Under the proposed system he would get $178 or an increase of 
$66 for himself and for himself and his wife he would get $232, or 
an increase of $132. 

That same employee with 30 years of Federal service working 
to age 65 now would get $168 a month under the present civil-service 
system. Under the proposed system he would get $213 a month for 
himself and for his wife he would get $267; so I would like to em- 
phasize the liberality of this proposal and the liberalized provisions 
In connection with it. 

I understood also that counsel wanted to ask some questions, and I 
would be very glad to answer them. 

Mr. Braw ery. I have just sent for some charts. Is that all of your 
statement ¢ 

Mr. ScHorriann. We filed a prepared statement, and I understood 
that today I was to merely answer questions. 

Senator Scorr. Do you have any questions, Senator ? 

Senator Case. At the moment I don’t have any, Mr. Chairman. 
My major concern is that we have in the record enough information 
as to relative costs to the Government, relative costs to Federal em- 
ployees, and relative benefits over all these proposals, so that when 
we come to deal with it and make our decision and then write. our 
report, we have in the record all available information from the recerd, 
the full story. 

Mr. Brawtey. That is one of the things I wanted to develop, and 
I have sent for the cost charts that the Civil Service Commission pre- 
sented to this committee at the time they presented the administration’s 
proposal. I think one of the things that caused concern is the fact 
that the Commission attempted to present to the committee a chart 
showing that these new liberalized benefits would be less costly to the 
Government and that was the thing that is so hard to understand. 

I want to show you this chart and ask for your comment on it. 

You will notice there that this dotted line represents their estimate 
of the cost of the Johnston bill 2875, the black line is present cost, and 
the next dotted line is the cost of the administration’s proposal which 
is below present costs through 1960. The figures you just presented 
to the committee, showing that the annuities are more than doubled 
in many cases are hard to understand when it is said that the cost to 
the Government would be less through 1960 and just slightly higher 
through 1975. 

Mr. Scuorr.anp. Taking as a general proposition the problem of 
costs, the Government as well as the employee gets the advantage of 
the lower cost of the OASI system as a whole and the lower cost of 
the social-security system as a whole due to a large number of factors. 
One factor is the large number of people who pay into the system all 
their lives, never retire, never get benefits of the system, because they 
keep working, fully employed all the time until they are 72 years of 
age; so that you do not ome any payment out for any people between 
the ages of 65 and 72. 

That reduces the cost substantially. There are, however, a number of 
other factors. Persons also pay into the system for many years, die, 
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and leave no relatives or survivors, so that all of these factors, plus the 
very broad coverage, are factors that make for a total decreased cost. 

The reason for the very low cost in the beginning and the gradation 
later is this: When the system was set up, Congress said that Con- 
gress had several choices. Congress could have said we will have the 
employees and the employers pay the full premium of the cost of 
the system from the first month of the operation of the system on 
through to the end of the system, or we could start at a low per- 
centage payment and gradually increase, because we do not need the 
money, we do not need large cash reserves at the beginning of the 
system, so long as on into the indefinite future the average level pre- 
mium cost is what is the actuarially sound level premium cost. There- 
fore, we start at a low figure, which is now 2 percent, and 2 percent. 
Our 4 percent will go up to 4 percent and 4 percent, or 8 percent by 
1975. That is the reason for the initial start of the low figure and 
the gradual increase. 

Mr. Brawtry. What is the effective date of the administration’s pro- 
posal ? 

Mr. Scuorrianp. I think it was January 1, 1957. 

Mr. Brawtey. January 1, 1957—at that time how many Federal 
employees will be covered under the administration’s proposal for the 
social security part of the program ? 

Mr. Myers. Two million people. 

Mr. Brawtey. On January 1 of next year 2 million people will re- 
ceive automatically immediate coverage under the social-security part 
of this program ? 

Mr. Myers. Yes. 

Mr. Brawtry. How many of those 2 million people would be re- 
tiring in the first 2 or 3 or 4 or 5 months after January 1, 1957? 

Mr. Scuortianp. I don’t know that we have those figures. 

Mr. Brawtey. Do you have those, Mr. Ruddock ? 

Mr. Ruppock. It would be approximately 2,000 a month. 

Mr. Brawtey. Approximately 2,000 people would retire the first 
month of this program. They would not have paid more than 1 or 2 
payments under the new system. Would they be eligible for social- 
security coverage ? 

Mr. Scuorrianp. No; not if they are that new. 

Mr. Daviv. They would still be under the present system. They 
wouldn’t be under the proposal in the bill at all. They would be 
covered, but they would be the same as before. If they retired that 
early, they would get their retirement under the same provisions as 
now. 

Mr. Brawtey. When will those people become eligible for social- 
security coverage, assuming as of January 1 they had no prior social- 
security time? 

Mr. Myers. No outside coverage, 18 months. 

Mr. Brawtey. How long does it take an employee to become eligible 
for social security ? 

Mr. Scuotrianp. I wonder if we could define it this way: They 
would be eligible for certain benefits after six quarters That is, that 
they would be currently insured. They would be eligible—— 

Mr. Brawtey. I am talking about the people that had no prior cover- 
age at all. On January 1 under the administration’s proposal they 
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become subject to the social security program and start paying one- 
third of their 6 percent to social security. 

I am talking about the people who are going to retire at the rate 
of 2,000 a month during each of the months after January 1, 1957, 
with no prior coverage. 

At what point do those people begin to become eligible for social- 
security coverage / 

Mr. Scuorrtanp. Assuming they are 65 years of age, because no 
one becomes eligible for retirement benefits until he is 65, the way 
the bill is written, they would become eligible after—— 

Mr. Davin. They would become eligible at the same time as anybody 
else. That is by meeting the employed status requirements which de- 
pend on the man’s age, and for a man to start—to get the idea of what 
I mean there, a man who became 65 anywhere up to June 30, 1954, 
would be insured for retirement benefits with six quarters of coverage 
for anywhere between that age and 65—six quarters would be a year 
and a half. 

In the latter half of 1954 he would get seven quarters of coverage, 
and in the first half of 1955 eight quarters, and the second half of 
1959, nine quarters, and a man attaining 65 in the present first half of 
1956 needs 10 quarters to be covered, and it goes on up in that way. , 

Mr. Brawtey. Am I correct in this statement that on January 1, 
1957, with people retiring at the rate of 2,000 a month, it is entirely 
possible and this statement may be correct, that almost 30,000 people 
could and will retire between January 1, 1957, and June 1, 1958, 
although having paid in just slightly short of 6 quarters to social secur- 
ity would never become eligible for social-security coverage ¢ 

Mr. Davw. They will get their same protection as now. They will 
have no change in their protection under civil service. They would 
get the same benefits as they get under present law under civil service, 
and they will have the advantage of the survivor protection under 
OASI and if they would stay at work long enough to be insured, then 
they would get this social security. 

Mr. Braw ey. But they are retiring at the rate of 2,000 a month. 

Mr. Davin. If they worked long enough to get 10 quarters of cov- 
erage they would then be eligible for social security. 

Mr. Brawtey. Yes, but—— 

Senator Casr. May I ask a question ? 

Mr. Brawtey. Certainly, sir. 

Senator Case. On the question of retirement coverage for these 
same individuals, the step-up does not exist—if I am correct about this 
thing—but as soon as anyone of them have six quarters, he is then 
covered? That is, under the current law. 

Mr. Davin. He is, and he is what we call currently covered, and is 
eligible for the survivor protection. Six quarters is enough to make 
him eligible to be covered for retirement benefits or if he is a little 
younger he needs a little more than six quarters to be covered for 
retirement. 

Senator Casr. Excuse me, go ahead. 

Mr. Brawtey. Let’s discuss this. A man has about 11 or 12 months 
to go before retirement, and on January 1 he starts paying this social 
security. Say, January 1, 1958, he retires. 

He had no prior credit with social security until he started to pay 
to it on January 1, 1957, so he has less than six quarters. He is not 
eligible for social-security retirement ; is he? 
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Mr. ScHorrianpb. He is not. 

Mr. Brawtry. Now, say he is 62 years old, and has 30 years’ service, 
and he retires. What happens to his retirement at age 65/ Does he 
continue to get the full civil-service retirement / 

Mr. ScHorr.anpb. Yes. 

Mr. Braw ey. Or is his retirement reduced / 

Mr. Davin. No, he gets full civil service, and I should have men- 
tioned—and I am sorry that I have become a little rusty on this—on 
that case that we were speaking about, in this case or any of these 
others where I had said he would need six quarters in order to be 
currently insured and, therefore, eligible for the survivor protection, 
the bill also provides where there is a continuity of survivor protection 
beginning with the first day that the civil-service employee is under 
the social security—that is in case of death. That is survivorship 
benefits for his wife and children. 

Mr. Ruppock. Excuse me, may I say that that applies only to the 
Federal civilian employee that has at least 5 years’ service. It is 
available for the employee with 5 years of civilian service, he is eligi- 
ble for survivor’s benefits under the present Civil Service Retire- 
ment Act. 

Mr. Brawtey. Where is the money coming from to pay these in- 
creased benefits? I am still not clear on that. It is coming out of 
some pocket. Is there any way for you to estimate how much addi- 
tional cost to the Government should be added to that dotted line 
that the Commission presented here to cover the complete cost / 

Mr. Scuorrianp. There should be nothing added. This dotted line 
is supposed to represent the cost. 

Senator Case. Just to make it absolutely clear what that is, this 
represents the combined cost of the integrated system. That is an 
accurate statement; is it not ? 

Mr. ScHotrLaNpb, Yes, that is correct. 

Senator Case. Insofar as the civil-service cost is concerned, it repre- 
sents so-called current cost plus interest on the deferred liability; is 
that an accurate statement ? 

Mr. Scuorrianp. Yes. 

Senator Case. Insofar as the social-security part of the coverage is 
concerned, it represents the employer’s presently 2 and eventually 4 
per cent, and it is based on the assumption that the present scale of 
social-security contributions by employer and employee, the Govern- 
ment here being considered as any employer, will pay out benefits con- 
templated for now and forever under the present scale of benefits? 

Mr. Scuorrianp. That is correct. 

Senator Case. And the question open to speculation, I suppose, Mr. 
Brawley and Mr. Chairman, is the question of whether that scale of 
proposed contributions or of contributions is in fact and will continue 
in fact to be adequate at any time. 

Mr. Scuorruanp. Yes. 

Mr. Ruppock. Senator, you have said that includes the Civil Service 
Retirement Act, the costs, the interest on the deficit of the fund for 
accrued liabilities, and you mentioned that it included the employer’s 
social-security tax. It also includes the employee’s tax at the rate 
currently 1 in effect. 

Senator Case. Yes, I understand. Let’s see now. 

Mr. Ruppock. This is the total cost of the system. 
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Senator Casr. To employee and the Government considered as 
employer? 

Mr. Ruppock. Yes. 

Senator Case. I see. 

Mr. Braw ey. Let’s see if we can put this on another basis. Maybe 
we are talking about the wrong thing when we talk about cost. 

Let’s talk about money paid out. 

Do you mean to tell me that the actual money paid out by the Gov- 
ernment will be less? 

Mr. Myers. The cost paid out by the fund will be more during the 
next few years, but the money that the Government will put into the 
system will be less under the plan for the next 3 years; but thereafter 
it will be more and the average cost of the bill S. 3041 is more than 
the present system. That is why it is providing more benefits. You 
are quite right. 

You can’t provide more benefits without more costs. It is just that 
the method of meeting that cost has been changed from a level basis 
into a step-up basis. It is just like comparing an insurance policy 
where you pay a level amount for your life to one where you pay less 
for the first 5 years, and more later on. 

Mr. Brawey. The question is when you say less cost, it is less than 
what? That is what we really have to determine. We have to deter- 
mine what we are talking about before we can make that kind of a 
statement. 

Mr. Kerry. Aren’t we really refinancing our mortgage here? 

Senator Case. Yes, but I think to make these things meaningful, 


we ought to apply the same system of financing to the — law, 


to the present proposed Johnston bill, to the proposed 
so that we are talking about the same thing, rh 
son which is accurate. 

Mr. Brawtey. That is the point that I was making. I don’t be- 
lieve this chart reflects that accurately. That is the thing I am talk- 
ing about. 

Senator Case. Is this not an accurate statement when we are talking 
about the present retirement system and its cost? Are we basing it 
on a different basis? 

Mr. Myers. The present retirement system cost, and the Johnston 
bill are based on a level premium. That is, the same contribution 
rate every year. That is why the line goes straight across. 

The cost for S. 3041 is not on a level basis compared to the OAST 
rates which are not level, either. However, it is quite true, as I say, 
that for comparative purposes you have got to have them financed the 
same way for comparison. 

The setup is briefly under S. 3041 on a level basis for the rate paid. 
You can translate the social security into a level basis, and certainly 
that would make the comparison easier to see. 

If you did that, that dotted line would be level, and would probably 
be about one-half percent of zero above the present system, so that 
really the S. 3041 over the long run averages out more costly than the 
present system by perhaps, roughly, half a percent, and that is the 
reason it can on the whole give more liberal benefit and protection. 

There are other cost elements in it, such as no tax on—no retirement 


tax on the funds provided by OASI. The OASIT provides retirement 


arlson bill, 
you make a compari- 
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at a lower cost, but more essentially, it does cost more because it gives 
more. 

It gives a person other services. It now covers persons who are 
now getting nothing for short-term service. 

The Government pays a contribution, the same as anybody else. 

Under the present civil-service retirement, the man who leaves 
under 5 years gets nothing, or he gets his money back. All these 
additional features must add cost to the civil-service bills. The fact 
that the annuities are increased as Mr. Schottland pointed out. 

Senator Case. May I ask you here what kind of calculations you 
go through to fix a level premium cost? I assume for each individual 
who comes under social security that is fixed. 

Mr. Myers. We can translate it to a graded contribution schedule 
and change it into an equivalent level rate. 

Senator Casg. But that still is just a restatement of the statutory 
contribution level rather than an effort to find acturial cost. 

Mr. Schottland. No, as I understand your question, we do two 
things: We first find the actuarial cost, and then we attempt to turn- 
plate it into what the statutory level is and see what our deficiencies 
or surpluses are. 

Senator Case. And for the purpose of this level rate which you 
express as being about dail percent, or whatever it is, over this 
present level rate—— 

Mr. Scnorrianp. That is the actual actuarial cost. 

Senator Case. Including the deficiency that you just mentioned ? 

Mr. Scuorrianp. If any, yes. 

Senator Case. In other words, it does not have anything to do with 
statutory rates at all; it is the actuarial cost of this thing? 

Mr. Scuorr.anp. Yes, for example, as of today our present esti- 
mates of the level premium cost are approximately 7.45 percent a 
payroll. That is the total actuarial cost of this system. 

Actually we are getting in only 4 percent of the bulk of the persons 
covered—that is 2 and 2 percent—but the thing goes up to 8 percent 
later on. 

In the long-run term financing the level premium cost will be raised. 
At the present time, with reference to our actuarial basis and our 
financial soundness, we are pretty much on a level. 

During the time of the 1954 amendments, we reported to Congress 
that there would be an actuarial deficiency as of that time of 0.46. 
That is the pretty small margin upon which to figure, and because 
of increased payrolls the thing is now down to an actuarial deficiency 
of approximately 1 percent. That is the figure, so that for practical 
purposes would be almost impossible to gage the economic situation 
that close. 

We feel we are on a level premium basis now. 

Senator Case. Mr. Chairman, I wonder if it would not be helpful if 
we asked the Department to present a new chart on which each of 
these things was calculated on the same basis, and perhaps 2 charts— 
1 on the level basis, and 1 on the basis earlier suggested and rec- 
ommended insofar as civil-service retirement is concerned on current 
cost plus interest or deficiency, so that we will have all that informa- 
tion in our minds when we come to talk about this, or particularly 
to explain it to those that we are talking about. 

Mr. Scuorrntann. Yes, Senator, we will be glad to do that. 
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Senator Case. And I think, if I may just complete my request, that 
that might have attached to it, for the purposes of our record, an 
explanatory statement showing exactly how it is prepared. 

Mr. Brawtey. | think it would also be helpful if it could be pre- 
pared to show under the three systems the total money paid out from 
al] sources,to individuals. 

Mr. Myers. Year by year? 

Senator Case. Yes. 

Mr. Brawtry. Yes. 

Mr. Myers. For a number of years? 

Mr. Brawtery. Yes. 

Senator NeuperGcer. May I ask a question, Mr. Chairman ? 

Senator Soorr. Yes, Senator Neuberger. 

Senator Neusercer. I want to say I am very sorry to be late, but I 
had another committee meeting this morning, and was unable to get 
here any sooner. 

You are discussing S. 3041, which is the bill to merge Government 
retirement, benefits with social] security, is that correct ? 

Mr. ScnorrLanp. That is correct. 

Senator Nzunercer. I would just like to ask several questions, and 
you may previously have covered this, and if so, I am sorry if I 
duplicate. 

In general, are the benefits of the employees, the great mass of 
employees to be less or equal or greater than they are at the present 
time under an amalgamation with social security ? 

Mr. ScuorriaNnp. For our employees the benefits will be increased 
for most of the employees they will be very substantially increased. 

Senator Neusercer. For most of the employees? 

Mr. Scnotrianp. Yes, will be very substantially increased. 

Senator Neupercer. Their retirement benefits will be much greater 
than they are now ? 

Mr. Scuorrianp. Correct, by a very substantial amount. 

Before you came in, Senator, I did—and I will be glad to repeat 
it, because I think it is important and because the great bulk of 
the employees are in that group and belong there. 

If a single man retiring, and would get $84, that would be jumped 
to $160. If, on the other hand, he is an employee and has a wife, 
that pay would go to $214, because they would get the benefit of that 
additional provision of OASI. 

If he has completed 30 years of Federal service, that same person 
would get $168 under the present system. Under the proposed sys- 
term, they would get $213, if he had a wife and he is 65, they get $267. 

Senator Nevseroer. Then the $168 under the present system would 
be the maximum, regardless of the number of dependents or family 
that he had, it would go up? 

That is the ultimate ? 

Mr. Scnorrianp. That is correct. 

Senator Case. Under the present social-security law. 

Senator NEuBERGER. No, under the present retirement law. 

Senator Case. I am sorry. I thought you were asking about the 
present law. 

Senator Neupercer. Yes, because I thought that the $168 figure was 
what was used for it, under the present system. 

Senator Case. I am sorry. 
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Senator Neupercer. May I ask you just a few comparison questions / 
How would the benefits which are listed in S. 3041 compare with the 
expanded benefits provided, I think it is, in S. 8875, which is the bill 
introduced by Senator Johnston ¢ 

In general, how would they relate to each other / 

Mr. Scuorr.ianp. In general, I think the employees would fare bet- 
ter under the administration proposal, generally, all short-term em 
ployees would fare better. 

All of the employees who would have the wife living, or a spouse 
living at 65, would fare better; and, generally speaking, I think it is 
correct to say that there would be about a 33 percent increase in the 
Johnston bill. 

Many employees under this would get much more than a 33 percent 
increase, as indicated by the figures I have just given you, but as to the 
exact number, I don’t have that fact. 

Mr. Brawtey. I wish we could transfer that statement you just 
made into an adequate cost statement, because this cost statement that 
has been presented here does not bring that kind of a picture to us. 
It is just what I have been talking about. 

The dotted line here is supposed to represent the cost of the admin- 
istration’s proposal. The top line which is half a billion dollars ahead 
of it is supposed to represent S. 2875’s proposal. 

Senator NEuBerGER. Let me ask you this: I had not seen this chart, 
because, as I say, I had this other committee meeting this morning, and 
this is something I do not understand. The benefits in 8S. 3041 compare 
favorably or are greater in many instances than in S. 2875, is that cor- 
rect? How do you account for the so much greater cost of S. 28757 

It is obvious that the retirement benefits are expressed in terms of 
payments of bounties to people. 

Mr. ScnorrLanpb. There are several reasons for that. 

Senator Case. I was just going to suggest that you describe that 
chart as we developed it a little bit earlier, Senator, that is not a chart 
of pay out. That is a chart of the pay in by the employer and the 
employee. 

Senator NevuBerGer. I know this is the contributions of both groups, 
the payee and the Government. 

Senator Case. Yes, and the pay out is something else. 

Senator Nevsercer. The only thing I would think, Senator Case, is 
that regardless of what the reasons were, if the annual contributions, 
either from the employees or from the Government, or both, were so 
much greater, the benefits would be greater. 

Mr. Brawtey. Is what you are saying now that the deficiency under 
social security would increase under this proposal ? 

Mr. Scnorrianp. No. May I take one question at a time, and maybe 
we can clarify it? 

Senator Scorr. Yes, you certainly may, Mr. Schottland. 

Mr. Scuorrianp. With reference to Senator Neuberger’s question, 
the Johnston bill does provide for a number of factors which increase 
the cost which 3041 does not have. 

First, it provides for earlier retirement so that you see under social 
security retirement you go at 65, and also under 3041, the person would 
be eligible to retire earlier, but they could not get their OAST benefits, 
so that that is one increased cost factor. 
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Another increased cost factor is that a very long-term Federal em- 
ployee who does not have a wife, a single person, the Johnston bill 
does provide in many cases a higher benefit for that particular person. 

Mr. Brawtey. I notice you specifically mentioned the man who does 
not have a wife. How about the man who does have a wife and a 
child ¢ 

Mr. Scuorrtanp. A man who does have a wife, who is 65 years of 
age, S. 3041 provides a higher benefit. 

Mr. Brawtey. Federal employees are retiring at 60 and 62 now. 
They have been doing that for a number of years. 

Mr. Scnorrianp. Yes; for those persons the Johnston bill at the 
present time provides a higher retirement. However, between that 
time and the time they are 65 years of age—when they become 65— 
3041 in most cases provides a higher benefit for the man and his wife. 

In addition to those factors as to why the Johnston bill is more 
costly by virtue of its own provisions, I think 3041 is less costly by 
virtue of the fact that the OASI system is less costly and that is an 
important factor. 

To come to your counsel’s statement about a deficit statement, as 
I explained before, this chart for persons that don’t work in this 
kind of system is a little misleading, but the level premium cost of 
the system which could be shown by straight line the same as that, 
is paid for by a graduated scale of taxes. 

Congress could have said that whatever the level-premium cost is, 
which is now about 7.45 percent of the payroll that we would charge 
everyone 7.45 ad infinitum, into the future. 

Congress said we do not want to do that, because in the early stages 
of the program there is no sense of piling up such a terrific reserve 
into the many, many millions of dollars and, indeed, billions of dollars. 

Therefore, let us have more of a pay-as-you-go system, whereby in 
the early stages of the system, when the payments are relatively 
small, we will have a relatively small tax; and as the payments get 
larger, we will have a relatively larger tax, ascertaining in the final 
stages the level-premium cost, which will go up to 8 percent; whereas 
the level-premium cost is substantially lower than 8 percent. 

Therefore, we will balance out in the future as the system matures. 
That is the reason the dotted line shows the thing in the way it does. 

Mr. Brawtey. I think, Senator Neuberger, in order to explain this 
thing a little bit more clearly, let us take the man who is 60, with 
35 years of service with the Government. 

His average salary over the 5 highest years was $3,500 per year. He 
is aged 60, and has 35 years’ service. He has paid into the system for 
do years. 

Under present law, he could expect a $1,965 annuity at age 60. 

Senator Case. This is a single annuity to him ¢ 

Mr. Brawtey. That is married. 

Senator Neupercer. $1,965 at 60? 

Mr. Brawuey. Yes; $1,965 at 60. He has been in the system 35 
years, and paid into the fund for that length of time. 

Under S. 3041, the administration’s plan, at age 60 his retirement is 
not increased a bit. It is still $1,965. 

However, at age 65 he would add, like it says here, and I would 
like to digress for a moment to ask what is the average life expectancy 
of a man of this age? ° 
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Mr. Myers. At age 60 his life expectancy is about 1644 years. 

Senator Neupercer. To 76, you mean / 

Mr. Myers. That is correct; the normal life expectancy is 68 or 
69, and it is lowered by the babies that die in birth or shortly there- 
after. 

Mr. Braw:ey. But if he has reached 60, his life expectancy is about 
161% years / 

Mr. Myers. Yes. 

Mr. Brawiey. Does that agree with your records, Mr. Ruddock ? 

Mr. Ruppock. Our records show that the person who retires re- 
ceives that retirement for close to 16 years. 

Mr. Brawtey. So it is about 16 to 1614 years. 

Mr. ScuorTtianp. For the woman it would be slightly more. 

Mr. Brawtey. So under S. 3041 at age 65, Senator, his annuity 
will be $2,740. It will be increased by this method—that is, his civil- 
service retirement will be decreased by some $800 to $1,164, and he 
begins drawing social-security retirement of $1,576, or a total of $2,740. 

At age 65 to 76, or a total of 11 years, he receives this. 

The Johnston bill will give him an increase of some $500. That 
begins at age 60 through 76. 

To carry that one step further, suppose the man did retire at age 
65 on $1,965, and had a wife and found that he could not live on $1,965, 
and he got a job driving cab, making $1,200 a year to supplement his 
income. What happens at age 65 to that man? 

Mr. Scnorrnanp. He gets his full benefits. 

Mr. Brawtey. Suppose he is making $1,300 in outside employment ? 

Mr. Scuorrianp. He will get his full benefit for 10 months out 
of the year, and he would lose 2 months. He would lose the OASI 
portion for 2 months. 

Mr. Brawtey. For each what ? 

Mr. Myers. For each $80 or fraction thereof he loses 1 month’s 
benefits. 

Mr. Brawtey. Each $80 in excess of the $1,200 ? 

Senator Case. So put it in $80 steps and you get the exact picture. 

Mr. Brawtey. I see. But under the Johnston proposal, it Hives not 
make any difference. He could, presumably, go outside and get a 
job making $10,000 and it would not affect his retirement annuity ; 
is that correct ? 

Mr. Scuorrianp. That is correct. 

Mr. Brawtey. I think that is about the main question. 

Senator Neusercer. I want to ask one question, Mr. Chairman, and 
then I have to go to the floor because there are some farm amendments 
that we have to take up. Could this be done—this is a technical thing, 
and it is hard to understand it, but there is a great deal of interest 
among our constituents who are Government employees, retired or 
active—would it be possible to take certain rather standard examples 
of Government employees who have worked what is a general run 
length of time, to get what is a fairly median or average salary for 
Government employees, and to show just how they would fare in 
retirement at the present time under S. 3041, and the Johnston bill so 
we could look at that and discuss it with some cogency with our people? 

I find that very necessary for me, and I may be unduly poorly 
informed, but unless somet ng like that is presented to me, it is 
difficult to present that in my State. I was out in my State for 414 
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months last fall, and I found when I discussed this with Government 
employees, unless I could tell just what the person who makes $5,000 
a year, or $4,800 a year, whatever it is, and pays into it 35, or 30 years, 
and wishes to retire at 60 or 65, and tell him just what the comparative 
benefits are, it is very difficult to show him what the comparative 
benefits are. 

Mr. Kerury. Mr. Chairman, anticipating such a question, we have 
some charts that show in pictorial fashion what happens to that little 
man under the present bill S. 3041 and under 2875. 

Some are now complete. Others are in the process of preparation. 

We will have those when the subcommittee gets down to seriously 
studying them. 

Senator Neupercer. Will these be reproduced mimeographed, or 
multigraphed in some form so that we could have them in our offices, 
and maybe stick them in our briefcases when we go to talk to Govern- 
ment employees ? 

Mr. Kerwin. Yes. 

Mr. Scnorrianp. I think we have our own charts that we presented 
already, but we would be glad to revise them and give 8 or 9 typical 
examples. 

Senator NevBercer. You will do it, Mr. Schottland, under both 
bills? 

Mr. Scuorriann. The three bills. 

Senator Neupercer. The comparison would present, then, S. 3041 
and S$. 2875, and the present bill ? 

Senator Case. This would carry out what, as I was going to suggest, 
we might have done with this last example that Mr. Brawley raised, 
the benefits to the individual and to survivors; for example, the restric- 
tions of a 35-year minimum of his employment, and what his survivors 
would get if he should die before her and any children. 

I think it is most desirable, and I heartily second Senator Neu- 
berger’s suggestion here. We may come to an impasse. We may 
not be able to reach an agreement finally, but there should be no ques- 
tion among us when we get down to looking at this thing and explain- 
ing it to our colleagues, and our constituents when we come to talk 
about it. 

Senator Nevpercer. That is right. I find I am so often lacking, 
because I cannot go any further in discussing the question because I 
do not have these facts in front of me. 

Senator Casr. Mr. Chairman, may I say I have requested certain 
figures prepared for alternative proposals, possibly, and I would like 
to have the opportunity to place them in the record subject to the right 
of anybody, of course, to come and to clarify it. 

I think, if I may make one further comment here, that we should 
have an understanding that charts prepared by the staff should be 
open to comment by the agencies and others, so that we will have their 
views as far as possible. 

Mr. Keritn. May I say that these charts were discussed with the 
Civil Service Commission, Mr. Wright, and we impinged on the 
generosity of the Social Security art section in the actual drawing of 
the charts. , 

Senator Case. I did not have in mind that there will be any effort 
to mislead or gather factual information which would not be accurate, 
but still, even granting that and assuming it, comment on it might be 
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useful as to its representative character and so forth. I think we 
should be permitted to have the benefit of all such comment. 

Mr. Brawtey. I think with that in mind that it might be well for 
all interested parties to get the charts in to the committee at the 
earliest possible moment, so that when we print the hearing report 
those charts can be printed right in. 

Between that time and the time that the committee gets together 
to consider it, all those charts will be available. 

Senator Case. Just one further comment on that. I think, for the 
purpose of the record, we should be liberal in the admission of any- 
thing of this sort, but that for the purpose of our report we will want 
to have the things completely analyzed, criticized, and dissected, and 
put back together, so that what we present to the Senate and what we 
present to the public will not be confusing, as undoubtedly much of 
the mass of information in the record will be. 

Mr. Kerurn. I have a question, if I might, Mr. Chairman. 

Senator Scorr. Yes, Mr. Kerlin. 

Mr. Kerurn. I think, for the benefit of the members of Congress, 
we should have some comment on a different bill, which would extend 
the coordination to members of Congress, or to employees of the legis- 
lative branch, recognizing generally that the administration does not 
on pay matters comment upon what you do on the Hill; but I think 
the record would be a little bit amiss if it did not include at least 
your feelings, if it is good, for the employees of the Government, is 
it good for members of the Congress and their employees ¢ 

Mr. Scuorrianp. Our general feeling is that members of Congress 
and their employees are also members of the human race, and there- 
fore, they ought to be included under these provisions. 

We not only would have no objection to it, but we feel that that 
inclusion should be made. 

Senator Case. I am not sure that we ought to include that in this 
matter. 

I do not know the etiquette about these matters, but whether we 
should atempt to go, for instance, into the same kind of analysis and 
so forth here—I have not any opinion on it at the moment, but I think 
we might run into criticism—perhaps legitimate criticism—from those 
to whom this has been a matter of continuing interest and responsi- 
bility. 

Mr. Brawtey. Of course, this committee does have jurisdiction 
over legislative employees and members of Congress with respect to 
retirement and pay. 

Mr. Dav. I wanted to say, if I could, just as a matter of stating, 
that a generalization of the point that Senator Neuberger was inter- 
ested in, of the comparison of these two proposals, the comparison 
that seems to be called for when you look at these figures and see that 
under the proposal in S. 3041, the great majority of employees as 
shown in these figures came in in retirement benefits, whereas the cost 
of the system in S. 3041 is slightly above the cost of the present system, 
I think that the generalization that is involved in the explanation 
of that fact is that under social security—and this is a great over- 
simplification—the general purpose of the Congress has vo to use 
the money that is available for benefits in the places where it is most 
needed, or where there is the greatest need for it. 
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For example, here is a man aged 65, and he is still working in a job 
that pays him something like his previous salary. He is still work- 
ing, but his social security does not pay him anything. 

Here is another man who has retired, past 65—and this is one 
example that there are others like it—he has lost his earnings. He 
does not have any earned income any more. He gets his benefits, and 
he gets a larger amount than it would be possible for the system to 
pay him if it paid everybody, whether they were working or not. 
That is one example. 

The other example, as Mr. Schottland mentioned, and I am just 
trying to fit these into the generalization, is that under the social- 
security system, where a man dies, and he has no survivors, only a 
lump sum is paid instead of a large return to his estate. 

Senator Neusercer. You will analyze this in your study, will you 
not? We can just look at that and see that. I imagine there are 
some places in each one where you have to give and take. 

It is not all one-sided. I realize that. If we could just look at that 
and see for the classes of employees shown as to longevity and salary 
in the most typical employment, because I think the greatest good 
for the greatest number has to apply in any such program. 

Mr. Scnorrtanpb. We would also like to include in there some figures 
as to the large number of employees who do not become career em- 
ployees. In other words, the in-and-outers of the system, whose 
riguts are very seriously jeopardized with reference to their OASI 
coverage when they go back into private industry; therefore, they 
make a very great sacrifice when they come into Government. 

Senator NEUBERGER. Will you excuse me, Mr. Chairman? Farmers 
have neither social security nor retirement benefits. I must go to 
the floor. 

Senator Scorr. If there is nothing further, the meeting is adjourned. 

(Thereupon, at 11 a. m., the committee was adjourned, subject to the 
call of the chair.) 














APPENDIX 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D.C. February 9, 1956 
Mr. H. W. BRAWLEY, 
Executive Director, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 

Dear Mr. BrRawtey: I was delighted to have conveyed to me your telephone 
conversation in which you reported that omission from S. 2875 of the provisions 
relative to Alaska Railroad employees was an oversight and they would be in- 
serted in the bill. That is wonderful news. 

In accordance with your suggestion, I am sending a short statement—it is 
attached—for inclusion in the record. 

With very best wishes, I am, 

Sincerely yours, 
EF. L. Bartert. 


STATEMENT BY DELEGATE E, L. BARTLETT, OF ALASKA 


I am most hopeful that the provisions of Public Law 180, Sist Congress, 
having especial reference to officials and employees of the Alaska Railroad and 
the Panama Canal Railroad Company, may be incorporated in S. 2875. 

Public Law 180 covered these officers and employees into the Civil Service 
Retirement Act with special provisions applied because of the unusual cireum- 
stances of employment both on the Alaska Railroad and in the Panama Canal 
Zone. Iam particularly interested in the requirement that an employee reach- 
ing the age of 62 years after completing 15 years of service shall be automatically 
retired. It is my understanding that the employees of the Alaska Railroad are 
desirous that this mandatory retirement provision be carried forward in S. 2875. 
I am mindful of the fact that Chairman Johnston was the author of 8. 1359 of 
the Sist Congress which became Public Law 180. The law has worked very well 
in Alaska and I believe there is every good reason why it should be continued 
and none at all why it should be repealed. 





CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., February 10, 1956. 
SENATE Post OFFICE AND CIVIL SERVICE COMMITTEE. 

Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: Retired Government em- 
ployees face a continued squeeze by the increased cost of livimg. Our 35 years 
of experience with the Federal retirement system proves that a system paid for 
by joint contributions by the worker and the Government can reasonably be 
expected to provide an annuity sufficient to maintain retired employees at a 
reasonable standard of living. However, in view of the continued upward trend 
of living costs it is necessary to revise our retirement program upward in line 
with these costs. 

Senator Johnston’s bill, S. 2875, appears to be the most logical plan for such 
a revision which not only takes care of past increases in living costs but provides 
at least to some extent for the expected increase which we now face. We must 
recognize the problems faced by these public servants who gave the best years of 
their lives in public service at a wage scale which with retirement deductions 
at 6 percent does not normally allow the worker to set aside substantial savings 
to provide for his later years. It is at least a moral obligation of this Govern- 
ment to keep the Federal employees retirement system in line with the develop- 
ments in our national economy. 
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We cannot afford to ignore and neglect our faithful and loyal Government 
workers by refusing to provide a more liberal retirement system. Increased 
eost of living has made it necessary that we act immediately in increasing the 
retirement program benefits. I have received many letters from our faithful 
and loyal postal workers and postmasters setting forth the need for an im- 
provement in the present retirement act. I feel that Senator Johnston’s bill or 
similar legislation should be enacted by the Congress at the earliest possible 
date in order to fulfill the obligation we owe to these deserving governmental 
employees. This legislation is now long overdue. 

Respectfully submitted, 
Cari D. PERKINS, 
Member of Congress. 


STATEMENT BY MARVIN J. TaYLOoR, PRESIDENT OF CHAPTER No. 72, NATIONAL 
ASSOCIATION OF RETIRED CIVIL EMPLOYEES, OF CHARLESTON, S. C. 


To our distinguished friend, members of the subcommittee of the Senate 
Committee on Post Office and Civil Service, I bring hearty greetings from about 
100 members of our chapter No. 72, NARCE, at Charleston, S. C.; and, if I 
could have had time to reach easily 100 more retirees in our vicinity, not yet 
members, I would be able to bring their greetings also, but coupled with the 
statement that the fact they are not also members, is due to the meager an- 
nuities they are receiving, far inadequate for the support of themselves and their 
families, many of them now in bad physical condition. 

In expressiong our opposition to the Carlson bill, 8S. 3041, which seeks in 
certain respects to coordinate our Civil Service Retirement Act with the act 
governing social security, I would quickly switch over to the bill of our dis- 
tinguished chairman of the Senate Post Office and Civil Service, the Honorable 
Olin D. Johnston, of South Carolina, and say that our National Association of Re- 
tired Civil Employees has prepared and submitted to this distinguished sub- 
committee a brief setting forth in some detail the reasons for favoring the bill 
S. 2875, but we would like also to endorse the following three amendments 
Senator Johnston is proposing to his said bill, namely: 

“(a) The annuity of any employee who, before the date of enactment of this 
Act, was retired and is receiving or entitled to receive an annuity from the 
fund, shall be increased, effective on the first day of the second month fol- 
lowing enactment of the Act, by $100 plus $10 for each two full months elapsed 
between the commencing date of annuity and the date of enactment of this Act; 
Provided, That such increase in annuity shall not in any case exceed $300. 

“(b) The annuity of any survivor, except children covered in the next para- 
graph (c), who, on the date of enactment of this Act is receiving or is en- 
titled to receive an annuity based on the service of a former employee, shall be 
increased, effective on the first day of the second month following the date of 
enactment of this Act, by $80. 

“(c) The annuity of any child who, on the date of enactment of this Act, is 
receiving or is entitled to receive an annuity based on the service of his parent 
shall be increased by $50, effective on the first day of the second month follow- 
ing the date of enactment of this Act: Provided, That the annuity of each such 
child shall not at any time exceed $1,200 divided by the number of children 
then receiving annuity.” 

If I may, I would like to cite some 2 or 3 cases of retirees here whose condi- 
tion is a pitiful plight; no doubt, because their annuities are very inadequate to 
meet bills for necessary and proper food, and for needed medical treatment : 

1. There is one, a chief clerk in one of the then Government activities in this 
city, who was retired, he stated to me, between the date an amendment was 
signed by the President (February 28, 1948), and April 1, 1948, date of such 
amendment being made effective. He had had service, if all of same could 
have by such amendment been made available or credited, brought him an addi- 
tional 875 a month. Since retirement, he has been suffering from arthritis, if 
I mistake not, and he stated that his vertebras are being ossified. 

2. A man employed for several vears—exact number I do not recall—and 
retired a few years back, who stated his annuity was but $77 a month, and yet 
he has a wife and himself to support. He had a rather responsible position, and 
was highly respected by his fellows. He stated he had insufficient income to 
justify his becoming a member of our association. 
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3. A maiden lady, who held a good clerical position in the Nayy yard here, 
and was retired several years ago, exact number I do net know; but who had 
a married sister, estranged from her husband, to support much of the time, as 
she was not qualified for any work that would bring her a half decent salary ; 
and the retired sister stated she could barely get by with her necessary ex- 
penses, including a small insurance on her own life. 

We could go on and find, no doubt, many more cases just as worthy, where 
insufficient annuities were received, and often proper medical treatment and 
proper food were not possible. 

Our Chapter 72 members most earnestly urge that Senator Johnston's bill, S. 
2875, with the three amendments he is proposing, be approved, and enacted at 
this session of Congress, at an early date. 


WasHINGTON, D, C., February 14, 1956. 
Re 8. 2875. 
Mr. H. W. BRaw.Ley, 
Chief Clerk and Counsel, Post Office and Civil Service Commission, 
United States, Senate, Washington, D.C. 


DEAR Mr. BRAWLEY: I enclose a copy of my statement prepared in behalf of 
the United States Citizens Association of the Canal Zone. Please extend my 
remarks in the record on 8S. 2875. 

Respectfully yours, 
LAVERN R. DILWFEs. 


STATEMENT OF LAVERN R. DILWEG, REPRESENTING UNITED STATES CITIZENS 
: ASSOCIATION, CANAL ZONE 


Honorable Chairman and members of the Special Subcommittee on Retirement 
of Post Office and Civil Service, United States Senate, my name is LaVern R. 
Dilweg, former Member of Congress from Green Bay, Wis., and practicing at- 
torney in Washington, D. C. The United States Citizens Association members 
are composed of United States citizens residing in the Canal Zone and I am acting 
as their counsel and Washington representative. 

Before expressing the views of our membership on S. 2875, which is spon- 
sored by the senior Senator from South Carolina, Olin D. Johnston, we deem it 
advisable to furnish the following factual information which is essential to 
understanding the Canal Zone personne! situation. 

The highly diversified activities of the Panama Canal Company and Canal 
Zone Government include scores of different functions, and almost every em- 
ployment category is found in the organization. For executive, supervisory, pro- 
fessional, subprofessional, and clerical positions requiring special education, 
training, or other high qualifications the rates of pay are referred to as United 
States rate position and are based on equivalent closely similar rates prevailing 
in the Federal service in the United States plus a 25-percent differential for 
citizens of the United States employed in such positions. Positions oceupied by 
semiskilled workers, helpers, laborers, and many other positions, not requiring 
the services of highly skilled workers or special training or other qualifications, 
are referred to as local-rate positions and rates of pay are based genrally 
upon local prevailing rates. On January 1955 the Company/Government em- 
ployed 14,786 persons, 71 percent or 10,482 local-rate employees, 13 percent or 1,849 
United States rate classified employees; 13 percent or 1,849 United States rate 
Wage Board and administrative employees; and 3 percent or 502 United States 
rate employees in the United States. 

The significant differences between the United States citizens retirement bene- 
fits in the Canal Zone and in the United States are that the 25-percent Canal 
Zone salary differential is included in “base pay” and the average annuity there- 
fore tends to be higher, and that the compulsory retirement age is 62 instead 
of the usual 70 and the number of years credit for computing the annuity there- 
fore, may be less. Civilian employees on the Canal Zone in most instances are 
career-service employees and are not rotated between the United States. Reduc- 
tion in force and the company’s replacement program poses serious problems for 
the United States citizen employees since they do not have reassigned rights 
and displaced career employee rights due to the lack of competitive status. 
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We wish to go on record as approving in principle the benefits embodied in 
S. 2875, known as the Johnston retirement bill, but we must call the committee’s 
attention to certain features of the bill with which we do not agree: 

1. Section 1 (d) of the bill provides that the term “basic salary” shall not 
include bonuses, allowances, overtime pay, or compensation given in addition 
to the base pay of the position as fixed by law or regulation. Unless amended 
this provision would penalize the Canal Zone employee. In fairness to these 
employees we recommend that the term “basic salary” include the 25-percent 
tropical differential and all gross salary now included in determining retire- 
ment benefits for Canal Zone employees. 

2. Section 5 of S. 2875 be amended so that the automatic separation pro- 
visions of this section would apply to the Canal Zone employee upon his attain- 
ing the age of 62 years and completing 15 years of service on the Isthmus of 
Panama. 

The real income of the employees in the Canal Zone has been reduced too 
drastically in the past few years when one considers the change in income-tax 
liability, reduction in leave, rent increases, commissary prices, increased cost 
of medical care, and so forth. 

This has created an atmosphere of uneasiness which has been enhanced by 
the Company/Government long-range entrenchment and replacement program 
together with involuntary separation from canal service due to implementation 
of the United States-Panama Treaty. 

The United States Citizens Association has drafted a proposed bill and analysis 
to cope with the situation. I am at present working out the details of this 
proposed legislation with the legislative counsel of the House. We are trying 
to prepare a workable bill in proper form and at this time the technical details 
are not completed. I respectfully request that a copy of the proposed bill and 
analysis be included with my remarks. 

I wish to thank you, Mr. Chairman and members of the committee, for the oppor- 
tunity of presenting the views of the United States Citizens Association on S§. 
2875. 


A BILL 


To provide retirement annuities under the provisions of the Civil Service 
Retirement Act, and granting supplementary assistance provisions to certain 
United States citizen employees of the Panama Canal Company/Canal Zone Gov- 
ernment, in the Canal Zone, due to the unusual circumstances pertaining to 
their involuntary separation from the services of the said Company/Government ; 
in recognition of the prevailing regulations applicable only to this category of 
Federal employees, which prohibits transfer for reemployment or replacement 
security in other governmental agencies in the United States and elsewhere; 
the distance from the United States mainland, and in general the unique classi- 
fication of these employees. 

A. To provide a liberalized retirement plan, to permit United States citizen 
employees who meet the Federal service requirements of twenty years or more, to 
retire at full annuity. 

B. To provide a severance and/or relocation allowance for other United States 
citizen employees with ten years or more but less than twenty years of Federal 
service; said allowance to be based upon the amount earned during the best 
five years of service and shall be payable in a lump sum upon involuntary separa- 
tion from canal service; such allowance to be provided only upon conditions that 
are the result of certain involuntary terminating actions as enumerated and 
specified in subsequent portions of this bill, in order to conform with directives 
based on national policy. 

Or, upon option, said employees falling in this category under section B may 
elect to retire under the provisions of section A requiring twenty years or more of 
Yederal service, except, that in such election to retire, the prevailing United 
States Civil Service Retirement provisions of reduced annuities will become 
applicable for each year under the required twenty years of Federal service. 

©. To provide, in addition, a severance and/or relocation allowance for those 
United States citizen employees with ten years or less of Federal service; said 
allowance to be based upon the amount of salary earned during the best five 
years of service and shall be payable in a Jump sum upon involuntary separation 
from canal service. This allowance is provided only upon such conditions as 
would pertain to, or become the result of certain terminating actions specified in 
subsequent portions of this bill, in order to conform with directives based on 
national policy. 
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Sections A, B, and C are being provided solely for the purpose of assisting 
said employees in case of and during: 

1. A transition period of economic retrenchment ; 

2. Involuntary separation from canal service as a result of the ratification and 
implementation of the United States-Panama Treaty and Memorandum of Un- 
derstandings Reached in 1955 (or any other United States-Panama Treaty) ; 

3. As a result of the consolidation in whole or in part, withdrawal from, or 
abandonment of Panama Canal Company or Canal Zone Government operations 
due to the withdrawal of the United States from certain manufacturing, sales 
and service activities within the Canal Zone, especially the following: 


UNITED STATES-PANAMA TREATY 


ARTICLE IV. Release and control of health and sanitation activities of the 
Panama Canal agencies in the cities of Panama and Colon, including water, 
sewerage, drainage, plumbing inspection, garbage collection and disposal, and 
street cleaning. 

ArTICLE V. Transfer of lands, with improvements thereon, no longer needed 
for United States Government purposes : 

1. Panama Railroad yard and station in Panama City; 
2. Colon Railroad station and freight house, in Colon; 
3. Colon Hospital facilities ; 

4. Hotel Wshington nd equipment, in Colon. 

ARTICLE X. Abandonment of Panama Railroad and facilities. 

ARTICLE XII. Withdrawal of privileges of making purchases in the commis- 
saries and other sales stores in the zone from all those persons now authorized 
to make purchases who do not reside in the zone and who are not United States 
citizens. 


MEMORANDUM OF UNDERSTANDINGS REACHED 


Item 1. (a) All positions will have a basic waze level without regard to 
United States or Panamanian citizenship, 

(c) Positions will be evaluated, classified, and titled without regard to the 
nationality of the incumbent or prospective incumbent. 

(7d) Panamanian citizens will be afforded opportunity to participate in such 
training programs as may be conducted for employees by United States agencies 
in the Canal Zone. 

Item 4. Withdrawal from sale to ships of goods imported into Canal Zone 
by United States Government, except as set forth in sections (@), (0b), and (c) 
thereof. ; 

ITEM 5. Construction of a bridge over the canal, at Balboa. 

Item 9. Termination of manufacturing and processing of goods for sale to 
or consumption by individuals (under certain terms and conditions therein 
enumerated). 

ITEM 10. Withdrawal from handling of commercial! cargo for transshipment 
on Canal Zone piers. 

4. Asa result of placing into effect any long-range program of replacement of 
United States citizen employees with aliens, due to the retrenchment and 
economic program contemplated by said Panama Canal Company/Canal Zone 
Government, based on and in accordance with national policy. 

And, to provide further, that in the event of certain United States wage-level 
positions being reclassified and regarded as locality rate positions, the United 
States citizen incumbents occupying such positions will be accorded the privilege 
of electing to accept any of the provisions of this bill for which they are eligible. 

To provide further, that the necessary moneys to place this bill into effect shall 
be paid from nonreimbursable appropriated funds which shall be treated as 
extraordinary expenditures based on national policy. 
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ANALYSIS RELATING TO INVOLUNTARY SEPARATION FROM CANAL SERVICE DUE TO 
IMPLEMENTATION OF THE UNITED StTaTEs-PANAMA TREATY AND LONG-RANGE 
RETRENCH MENT AND REPLACEMENT PROGRAM CONTEMPLATED 


TREATY 


Article IV, Release and control of health and sanitation activities in Panama 


This action abolished United States rate positions in the water supply, sewerage, 
drainage, plumbing inspection, garbage collection and disposal, and street clean- 
ing units. Implementation of this article has been accomplished, and although 
United States citizen personnel effected have been absorbed into other positions in 
other divisions and units, wholly or in part, there is still a possibility of their 
involuntary separation from the canal service as a result of future changes in 
personnel when additional activities will become effected. 


Article V. Transfer of certain lands, with improvements thereon, no longer necded 
for United States Government purposes 


Withdrawal of items 1 and 2, Panama City and Colon Railroad yards, stations 
and freight houses will result in a partial loss of United States rate positions to 
citizens: item 3, Transfer of Colon Hospital facilities to the Republic of Panama 
has been accomplished and although the United States rate personnel has been 
absorbed, at least partially, into the two remaining hospitals in the zone, there is 
a possibility that such personnel will again be effected or disturbed when any 
future reduction is made due to retrenchment and replacement; item 4, Transfer 
of Hotel Washington and equipment will result in a total loss of positions to 
United States citizens employed with little, if any, possibility of absorption since 
only one hotel facility will remain in the zone. 


Article X. Abandonment of Panama Railroad and facilities 


This action will result in the total loss of jobs being performed by United States 
citizens, inasmuch as no other railroad exists in this locality whereby such 
personnel may be employed in their special crafts. 


Article XII, Withdrawal of privilege of making purchases in commissarics and 
other sales stores in the zone from all those persons now authorized to make 
purchases who do not reside in the zone and who are not United States citizens 


The implementation of the terms of this article will render excess certain Canal 
Zone facilities and will result in total loss of certain types of United States rate 
positions. Excess activities to be eliminated include local-rate (alien) service 
centers, commissaries, theaters, gasoline service stations, and one United States 
rate commissary in Ancon, a United States rate community ; 

It is not reasonable to assume that all United States rate personnel affected in 
this action will be absorbed into the remaining activities of a similar category, 
inasmuch as there will be no additional patronage of Company/Government 
activities. 


MEMORANDUM 
Item 1 


(a) One basic wage level without regard to citizenship ; 

(c) Evaluation, classification, and titling of positions without regard to nation- 
ality or incumbent or prospective incumbent ; 

(d) Affording opportunity to Panamanian citizens to participate in training 
programs offered in the zone; 

It is believed that when these policies are placed into effect that a general down- 
grading in pay will result for the United States citizen incumbents; ‘that a direct 
replacement of United States citizens with aliens will result after training said 
aliens, and in order to conform with the contemplated economic retrenchment 
and replacement program of the Company/Government. Some truck drivers, 


business machine operators, etc., have already been affected by the partial imple- 
mentation of this policy. 


Item 4. Withdrawal from sale to ships of goods imported into Canal Zone bu 
United States Government 
This action will result in a direct loss of jobs to United States citizens in the 
Company/Government storehouses, service plants, service centers, etc.: 
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Item 5. Construction of bridge over canal at Balboa 

To comply with this provision will terminate the Thatcher ferry service now 
in operation at the Pacific terminus of the canal and wil! result in a total loss 
of jobs to United States citizens employed ; 


Item 9. Termination of manufacturing and processing cf goods for sale to or 
consumption by individuals (under certain terms and conditions ) 

Elimination of any Company/Government activities under this item will result 
in a direct loss of jobs to United States citizens employed in bakeries, ice cream 
and dairy plants, laboratories, bottling plants, printing plants, laundries and 
repair shops. It is not believed possible that absorption of these employees 
into other activities will result in view of the implementation of other concessions 
agreed upon. 


Item 10. Withdrawal from handling cargo for transshipment on Canal Zone piers 

Cessation of this activity will result in a direct loss of jobs to United 
States citizens employed in any facilities relating to the docks and piers main- 
tained by the Panama Canal Company. There will be no need for a receiving and 
forwarding agency nor storage warehouse facilities for cargo. 

In analyzing sections A, B, and C of the proposed bill, it will be necessary 
to consider a plan which will eliminate as nearly as possible the questions of 
controversy which may arise when placing the provisions of the bill into effect. 
These include: 

1. A decision relative to the types of positions effected by the changes herein 
anticipated and enumerated ; 

2. A decision as to whether or not such involuntary separation for service is a 
result of any of the anticipated actions specified ; 

38. A decision relating to the date such provisions are to become effective and 
to what extending period they will remain in effect; whether from the first date 
of implementation of any of the causes specified until the last provisions have 
been accomplished ; 

4. A decision relating to the amount of the lump-sum payment of assistance 
allowance to nonretiring employees based upon the best 5 years of Federal servic: 
Perhaps such factors as age, number of dependents, expenses incidental to a 
major relocation of a family, lost working and earning time, should be borne in 
mind when consideration is given to this provision. 





NATIONAL FEDERATION OF FEDERAL EMPLOYEES, 
Washington, D. C., February 17, 1956, 


Mr. H. W. BRAWLEY, 
Berecutive Director, Senate Post Office and Civil Service Committee, 
Senate Office Building, Washington 25, D. C. 


DeaR Mr. BRAWLEY: During the exchange of information at the close of my 
statement on S. 2875, a bill to revise the Civil Service Retirement Act, before 
the Retirement Subcommittee of the Senate Post Office and Civil Service Com 
mittee on February 9, 1956, Senator Clifford P. Case asked that I furnish the 
views of our organization on what would constitute “soundness” of the retire 
ment fund. 

Our organization believes that the normal cost-plus-interest method is one 
which provides a reasonably sound basis. This principle, of course, requires 
the Government to appropriate sufficient funds to cover current retirement 
obligations, as well as interest on past service liability 

Further, as a means to insure current contributions and properly account for 
personnel costs in the year in which they occur, the employing department o1 
agency should be required to pay the Government’s computed share directly to 
the retirement fund. Departments and agencies should have ample notice of any 
change in law in this area, so that moneys could be included in budget estimates 
and finally in appropriation acts. 

A question also was raised by Senator Richard L. Neuberger with respect to 
the percentage deduction employees would be willing to pay for the increased 
benefits set forth in S. 2875. When the committee decides on the language of 
the bill it will report, an estimate should be made as to the median cost of the 
increased benefits and the percentage of proper employee and Government con 


tribution could then be decided upon. As to whether it should be 7 percent, 
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ANALYSIS RELATING TO INVOLUNTARY SEPARATION FROM CANAL SERVICE DUE TO 
IMPLEMENTATION OF THE UNITED STaTES-PANAMA TREATY AND LONG-RANGE 
RETRENCHMENT AND REPLACEMENT PROGRAM CONTEMPLATED 


TREATY 


Article IV, Release and control of health and sanitation activities in Panama 


This action abolished United States rate positions in the water supply, sewerage, 
drainage, plumbing inspection, garbage collection and disposal, and street clean- 
ing units, Implementation of this article has been accomplished, and although 
United States citizen personnel effected have been absorbed into other positions in 
other divisions and units, wholly or in part, there is still a possibility of their 
involuntary separation from the canal service as a result of future changes in 
personnel when additional activities will become effected. 


Article V. Transfer of certain lands, with improvements thereon, no longer necded 
for United States Government purposes 


Withdrawal of items 1 and 2, Panama City and Colon Railroad yards, stations 
and freight houses will result in a partial loss of United States rate positions to 
citizens; item 3, Transfer of Colon Hospital facilities to the Republic of Panama 
has been accomplished and although the United States rate personnel has been 
absorbed, at least partially, into the two remaining hospitals in the zone, there is 
a possibility that such personnel will again be effected or disturbed when any 
future reduction is made due to retrenchment and replacement ; item 4, Transfer 
of Hotel Washington and equipment will result in a total loss of positions to 
United States citizens employed with little, if any, possibility of absorption since 
only one hotel facility will remain in the zone. 


Article X. Abandonment of Panama Railroad and facilities 


This action will result in the total loss of jobs being performed by United States 
citizens, inasmuch as no other railroad exists in this locality whereby such 
personnel may be employed in their special crafts. 


Article XII, Withdrawal of privilege of making purchases in commissarics and 
other sales stores in the zone from all those persons now authorized to make 
purchases who do not reside in the zone and who are not United States citizens 


The implementation of the terms of this article will render excess certain Canal 
Zone facilities and will result in total loss of certain types of United States rate 
positions. Excess activities to be eliminated include local-rate (alien) service 
centers, commissaries, theaters, gasoline service stations, and one United States 
rate commissary in Ancon, a United States rate community ; 

It is not reasonable to assume that all United States rate personnel affected in 
this action will be absorbed into the remaining activities of a similar category, 
inasmuch as there will be no additional patronage of Company/Government 
activities. 


MEMORANDUM 
Item 1 


(a) One basic wage level without regard to citizenship ; 

(c) Evaluation, classification, and titling of positions without regard to nation- 
ality or incumbent or prospective incumbent ; 

(d) Affording opportunity to Panamanian citizens to participate in training 
programs offered in the zone; 

It is believed that when these policies are placed into effect that a general down- 
grading in pay will result for the United States citizen incumbents ; ‘that a direct 
replacement of United States citizens with aliens will result after training said 
aliens, and in order to conform with the contemplated economic retrenchment 
and replacement program of the Company/Government. Some truck drivers, 


business machine operators, etc., have already been affected by the partial imple- 
mentation of this policy. 


Item 4. Withdrawal from sale to ships of goods imported into Canal Zone by 
United States Government 


This action will result in a direct loss of jobs to United States citizens in the 
Company/Government storehouses, service plants, service centers, etc. ; 
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Item 5, Construction of bridge over canal at Balboa 

To comply with this provision will terminate the Thatcher ferry service now 
in operation at the Pacific terminus of the canal and will result in a total loss 
of jobs to United States citizens employed: 


Item 9. Termination of manufacturing and processing of goods for sale to or 
consumption by individuals (under certain terms and conditions) 


Elimination of any Company/Government activities under this item will result 
in a direct loss of jobs to United States citizens employed in bakeries, ice cream 
and dairy plants, laboratories, bottling plants, printing plants, laundries and 
repair shops. It is not believed possible that absorption of these employees 
into other activities will result in view of the implementation of other concessions 
agreed upon. 


Item 10. Withdrawal from handling cargo for transshipment on Canal Zone piers 

Cessation of this activity will result in a direct loss of jobs to United 
States citizens employed in any facilities relating to the docks and piers main- 
tained by the Panama Canal Company. There will be no need for a receiving and 
forwarding agency nor storage warehouse facilities for cargo. 

In analyzing sections A, B, and C of the proposed bill, it will be necessary 
to consider a plan which will eliminate as nearly as possible the questions of 
controversy which may arise when placing the provisions of the bill into effect. 
These include: 

1. A decision relative to the types of positions effected by the changes herein 
anticipated and enumerated ; 

2. A decision as to whether or not such involuntary separation for service is a 
result of any of the anticipated actions specified ; 

3. A decision relating to the date such provisions are to become effective and 
to what extending period they will remain in effect; whether from the first date 
of implementation of any of the causes specified until the last provisions have 
been accomplished ; 

4. A decision relating to the amount of the lump-sum payment of assistance 
allowance to nonretiring employees based upon the best 5 years of Federal service. 
Perhaps such factors as age, number of dependents, expenses incidental to a 
major relocation of a family, lost working and earning time, should be borne in 
mind when consideration is given to this provision. 





NATIONAL FEDERATION OF FEDERAL EMPLOYEES, 
Washington, D. C., February 17, 1956. 
Mr. H. W. BRAWLEY, 
Eeccutive Director, Senate Post Office and Civil Service Committee, 
Senate Office Building, Washington 25, D. C, 

DEAR Mr. BRAWLEY: During the exchange of information at the close of my 
statement on S. 2875, a bill to revise the Civil Service Retirement Act, before 
the Retirement Subcommittee of the Senate Post Office and Civil Service Com- 
mittee on February 9, 1956, Senator Clifford P. Case asked that I furnish the 
views of our organization on what would constitute “soundness” of the retire 
ment fund. 

Our organization believes that the normal cost-plus-interest method is one 
which provides a reasonably sound basis. This principle, of course, requires 
the Government to appropriate sufficient funds to cover current retirement 
obligations, as well as interest on past service liability. 

Further, as a means to insure current contributions and properly account for 
personnel costs in the year in which they occur, the employing department or 
agency should be required to pay the Government’s computed share directly to 
the retirement fund. Departments and agencies should have ample notice of any 
change in law in this area, so that moneys could be included in budget estimates 
and finally in appropriation acts. 

A question also was raised by Senator Richard L. Neuberger with respect to 
the percentage deduction employees would be willing to pay for the increased 
benefits set forth in S. 2875. When the committee decides on the language of 
the bill it will report, an estimate should be made as to the median cost of the 
increased benefits and the percentage of proper employee and Government con- 


tribution could then be decided upon. As to whether it should be 7 percent, 
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714 percent, 7% percent, 7% percent, or 8 percent, that is a matter of conjecture 
until the estimate is made. 

The soundness of the fund and the percentage of employee-Government contri- 
bution are inseparable factors. 

If the committee desires additional information, we shall be happy to furnish 
it upon request. 

Sincerely yours, 
MricHaeL E. Markwoop, President. 





NATIONAL ALLIANCE OF PostTaAL EMPLOYEES, 
Washington, D. C., March 23, 1956. 
Senator WILLIAM KERR Scott, 
Chairman, Senate Post Office and Civil Service Subconmittee, 
Senate Office Building, Washington 25, D. C. 

Dear Sir: Enclosed is a statement of the National Alliance of Postal Employ- 
ees in regard to the current hearings on retirement for Federal employees. We 
would be most appreciative if it could be included in the record. 

Very truly yours, 
JAMES B. Coss, 
President, National Alliance of Postal Employees. 


STATEMENT OF JAMES B. Cops, PRESIDENT, NATIONAL ALLIANCE OF POSTAL 
EMPLOYEES 


Mr. Chairman and members of the committee, my name is James B. Cobb. 
I am president of the National Alliance of Postal Employees. Our national office 
is at 1644 11th Street NW., Washington, D. C. This organization, composed of 
employees in each classification of the field services of the Post Office Depart- 
ment, consists of approximately 20,000 members organized into 110 branches 
throughout 36 States. 

We wish to thank the members of this committee and staff officers for the 
opportunity to express the views of the members of our organization in this 
statement on the pending retirement legislation. 

In the context of this retirement bill is an apparent problem that penetrates 
into the home of every worker from the lowliest to the executive—What of the 
future? How will I prepare for the later years? 

In addressing yourselves anew to this problem, you accept a responsibility 
of fundamental social necessity and a responsibility of growing economic im- 
portance. 

But you are mindful of the efficient operation of Government as a current 
function. In addressing attention to this question and its relationship to this 
bill, S. 2875, stress must rest upon the attraction and the retention of quality 
workers to carry out the vital functions of this service. This means that the 
best interests of the taxpayers, including you and me, rest upon the kind of for- 
mula which you gentlemen conceive and act upon to surround our jobs with the 
importance and the incentives conducive of tenure and pride. 

We think that you have wisely written into this bill the safeguards and 
restraints, compatible with the long-range function of our system of government. 
This bill bargains with the new employee for his stability in preference to yield- 
ing to more lucrative opportunities of a short-range nature. The initial invest- 
ment in training costs must be balanced with the sound prospect of fair return. 
In our own area of operation the peak skill of distribution only follows the 
acquisition of experience and training. That is not without costs. 

A soundly conceived retirement program makes a strong contribution to a 
continued flow of quality workers, acts as a deterrent to job-hopping and reduces 
the cost of turnover of personnel. 

Furthermore, the worker now functioning at his post must know that his future 
will not be handicapped by a detached and expedient approach to the retirement 
question. Your concern with his ability to adjust to the increased pace of 
operation, the mechanizing of our processes and the innovation of electronic 
devices can only be buttressed by your willingness to treat with his retirement 
formula as a personal and human aspiration. 

These are the keen-minded and alert men who have helped bridge the years 
of increasing workloads and staggering responsibilities to a multiplying popula- 
tion. Their aid in shaping the careers of the younger employees is necessary. 
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The flexibility of these younger men and their adaptability to potential change 
requires the guidance of those steeped in the service traditions. To this, 1 add 
that the regard which attends the retirement program is an important phase of 
the impression passed on. 

In the course of these hearings, other proposed legislation has been discussed 
Without a desire to be presumptuous and to overburden this committee with 
what may be irrelevant, I wish to add the opposition of our organization to the 
proposal to tie us into the social security system. Any solution to the problem 
now under consideration by such a move would be highly improbable, would be 
contrary to the tenure principle and would be frustrating to the career employee, 
who must, as the low man on the totem pole, bear the burden of costly and 
inefficient propositions. 

The record before you is complete with data on the merits of the retirement 
system. We are highly skeptical of the social security programs as an attraction 
to the retirement system. It relates us to the industrial community in the nar 
row area of fringe benefits which are continually under negotiations. We have 
no comparable mutuality of procedures by which we can achieve the goals of 
industrial workers. Furthermore, as we treat with you now in an area contined 
to Government workers, we maintain some hope that our observations will be 
taken into account. 

Under the social security program, any committee again considering this prob 
lem will have before it the entire covered work force and, in addition, the 
powerful voices of the industrial managers. In such an area of activity the 
strength of our operation would be reduced in direct proportion to the power 
of any resourceful opposition to more adequate annuities, 

The science of geriatrics applies strangely here. The growing impact on our 
economic and social patterns are not too remote. Populationwise, we as a Nation 
are growing older. I am informed that by 1980 two-fifths of all Americans will 
be 45 or over. In 1850 only 2.5 percent of the population was 65 or over. By 
1930, 5.4 percent were 65 or over. Indeed, according to the Metropolitan Life 
Insurance Co., those in the above-mentioned age bracket are beginning to out- 
number our preschool children. 

In citing these facts, I wish to focus attention on some of the problems which 
suggest attention to S. 2875. Section 7, paragraph (d), line 25 to line 4 on the 
succeeding page should not apply as a matter of precedent. The language here 
used would be detrimental to employees who seek occupations compatible with 
their disabilities. Widespread application of this section furthermore would 
become a barrier to the creative rehabilitation of the older worker. 

Section 1, paragraph (d), line 24 should be qualified to include longevity 
grades as applicable to retirement computation. I recommend the optional 
choice of retirement at 30 years service with full annuity, instead of the required 
age of 65. The loss of full income would be a sufficient deterrent to widespread 
application of this provision. Section 9, paragraph (a), line 16 should be re- 
vised (75 percent) to 80 percent. Line 13 of the same section should be revised 
from 2 percent to 21% percent as applies to members of this august body. Section 
9, paragraph (g), line 25 should be revised to lessen the 10 percent deduction 
for survivorship purpose as too severe a reduction. 

With these recommendations, I believe the adequacy of this bill becomes more 
realistic. Retirement of older workers is facilitated on the one end and the 
attraction of younger workers is assured on the other. In support of this legis- 
lation, I urge consideration of pensions in keeping with the scope of our future. 
The quickened pace of our economic tempo makes the retention of older workers 
beyond their peak of efficiency costly. Indeed, retention beyond such peak is in 
essence a maintenance of in informal pension plan with the possibility of ex- 
posing that employee to physical harm or deterioration. For these reasons the 
retirement plan must be attractive to both factors. I think the return on this 
investment will be a less costly production accompanied by an increased purchas- 
ing power of the annuitant. 

This, in itself, is worthy of note in that retirement incomes represent an im- 
portant part of the spending cycle. Our aging work force will demand con- 
sumption products geared to their needs. We, and I feel that you share the 
view, desire to be human beings of consuming power above and beyond the 
relief level. And, may I add, that political realism will dictate prudent attention 
to this growing and expanding age group. I need only to refer you to the ex- 
perience of some of our States with advocates of various age plans. On the 
other hand, with the demands of education upon our youth requiring longer 
school periods and the rapid growth of automation production, I feel strongly 
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that the work force will remain in balance and preclude any widespread ad- 
vantage seeking which would jeopardize the soundness of the system. There- 
fore, our sense of social responsibility, compounded by realistic economic judg- 
ment, requires us to look meaningfully at the miracle of our growth. This 
applies to the present and the future. In so doing, we can logically project the 
standards by which our annuitants must live. 

Mr. Chairman and members of this committee, I have attempted to impress 
you with the necessary questions arising from the needs of the service and the 
employees. In the main, they are concisely the need for sufficient inducement 
to come into the service and stay, the facilities of retirement by employees 
beyond their peak of efficiency, and the support of adequate annuity not only to 
the annuitant, but to the total economy. 

Although it is not possible to wrap up their hopes and aspirations in a neat 
little package for presentation, we can appreciate their transition to another 
stage in their lives. I commend to you our mutual desire that the richness of 
their lives will not diminish. Through testimonials and congratulatory messages 
on occasion we tell these people of our gratefulness for their contributions and 
extend to them our best wishes. Today, gentlemen, I request that these expres- 
sions be inscribed deeply into this law, 


x 








